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REVISION OF THE CIVIL SERVICE RETIREMENT ACT 





TUESDAY, JUNE 19, 1956 


House or REPRESENTATIVES, 
Committee ON Post Orrice AnD Crvu. Service, 
Washington, D. C. 

The committee met at 10:15 a. m., pursuant to call, in room 213, 
Old House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuarmman. The committee will come to order. 

This morning public hearings will begin on H. R. 8812, introduced 
by Representative Morrison of the committee, and on S. 2875, a bill 
which has already been approved by the Senate, introduced by the 
chairman of the Senate Post Office and Civil Service Committee, Sen- 
ator Olin Johnston. As I understand it, these bills are practically 
the same. There is no major difference in the two bills as introduced. 

There are also a number of other House bills that are companion 
bills to H. R. 8812, which are about 12 in number, introduced by 
various Members of the House. 

(The bill referred to, S. 2875, follows :) 


{S. 2875, 84th Cong., 2d sess.] 
AN ACT To revise the Civil Service Retirement Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Civil Service Retirement Act of May 
29, 1930, as amended, is amended to read as follows: 


“DEFINITIONS 


“Sec. 1. Wherever used in this Act— 

“(a) The term ‘employee’ shall mean a civilian officer or employee in or under 
the Government and, except for purposes of section 2, shall mean a person to 
whom this Act applies. 

“(b) The term ‘Member’ shall mean the Vice President, a United States 
Senator, Representative in Congress, Delegate from a Territory, or the Resi- 
dent Commissioner from Puerto Rico, and, except for purposes of section 2, 
shall mean a Member to whom this Act applies. 

““(c) The term ‘congressional employee’ means an employee of the Senate 
or House of Representatives or of a committee of either House, an employee of 
a joint committee of the two Houses, an elected officer of the Senate or House 
of Representatives who is not a Member of either House, the Legislative Counsel 
of the Senate and the Legislative Counsel of the House of Representatives and 
the employees in their respective offices, an Official Reporter of Debates of the 
Senate and a person employed by the Official Reporters of Debates of the Senate 
in connection with the performance of their official duties, a member of the 
Capitol Police force, an employee of the Vice President if such employee’s com- 
pensation is disbursed by the Secretary of the Senate, and an employee of a 
Member if such employee’s compensation is disbursed by the Secretary of the 
Senate or the Clerk of the House of Representatives. 
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“(d) The term ‘basic salary’ shall not include bonuses, allowances, overtime 
pay, or salary, pay, or compensation given in addition to the base pay of the 
position as fixed by law or regulation: Provided, That the term ‘basic salary’ 
shall not include military pay for persons who enter upon active military service 
after the effective date of this Act: And provided further, That for employees 
paid on a fee basis, the maximum amount of basic salary which may be used 
shall be $10,000 per annum. For a Member, the term ‘basic salary’ shall in- 
clude, from April 1, 1954, to February 28, 1955, the amount received as expense 
allowance under section 601 (b) of the Legislative Reorganization Act of 1946, 
as amended, and such amount from January 3, 1953, to March 31, 1954, pro- 
vided deposit is made thereon as provided in section 4. 

“(e) The term ‘average salary’ shall mean the largest annual rate resulting 
from averaging, over any period of five consecutive years of creditable service, 
a Member’s or an employee’s rates of basic salary in effect during such period, 
with each rate weighted by the time it was in effect. 

“(f) The term ‘fund’ shall mean the civil service retirement and disability 
fund created hy the Act of May 22, 1920. 

“(g) The terms ‘disabled’ and ‘disability’ shall mean totally disabled for use- 
ful and efficient service in the grade or class of position last occupied by the 
employee or Member by reason of disease or injury not due to vicious habits, 
intemperance, or willful misconduct on his part within the five years next prior 
to becoming so disabled. 

“(h) The term ‘widow’, for purposes of section 10, shall mean the surviving 
wife of an employee or Member who was married to such individual for at least 
two years immediately preceding his death or is the mother of issue by such 
marriage. 

“(i) The term ‘widower’, for purposes of section 10, shall mean the surviving 
husband of an employee or Member who was married to such employee or 
Member for at least two years immediately preceding her death or is the father 
of issue by such marriage. The term ‘dependent widower’, for purposes of 
section 10, shall mean a ‘widower’ who is incapable of self-support by reason of 
mental or physical disability, and who received more than one-half his support 
from such employee or Member. 

“(j) The term ‘child’, for purposes of section 10, shall mean an unmarried 
child, including (1) an adopted child, and (2) a stepchild or recognized natural 
child who received more than one-half his support from and lived with the 
Member or employee in a regular parent-child relationship, under the age of 
eighteen years, or such unmarried child regardless of age who because of physical 
or mental disability incurred before age eighteen is incapable of self-support. 

“(k) The term ‘Government’ shall mean the executive, judicial, and legislative 
branches of the United States Government, including Government-owned or 
controlled corporations and Gallaudet College, and the municipal government 
of the District of Columbia. 

“(1) The term ‘lump-sum credit’ shall mean the unrefunded amount consisting 
of (1) the retirement deductions made from the basic salary of an employee or 
Member, (2) any sums deposited by an employee or Member covering prior 
service, and (8) interest on such deductions and deposits at 4 per centum per 
annum to December 31, 1947, and 3 per centum per annum thereafter compounded 
annually to December 31, 1956. The lump-sum credit shall not include interest 
if the service covered thereby aggregates one year or less, nor shall it include 
interest for the fractional part of a month in the total service. 

“(m) The term ‘Commission’ shall mean the United States Civil Service 
Commission. 

“(n) The term ‘annuitant’ shall mean any former employee or Member who, 
on the basis of his service, has met all requirements of the Act for title to 
annuity and has filed claim therefor. 

“(o) The term ‘survivor’ shall mean a person who is entitled to annuity under 
this Act based on the service of a deceased employee or Member or of a deceased 
annuitant. 

“(p) The term ‘survivor annuitant’ shall mean a survivor who has filed claim 
for annuity. 

“(q) The term ‘service’ shall mean employment which is creditable under 
section 3. 

“(r) The term ‘military service’ shall mean honorable active service in the 
Army, Navy, Air Force, Marine Corps, or Coast Guard of the United States, but 
shall not include service in the National Guard except when ordered to active 
duty in the service of the United States. 
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“(s) The term ‘Member service’ shall mean service as a Member and shall in- 
elude the period from the date of the beginning of the term for which the Member 
is elected or appointed to the date on which he takes office as a Member. 


“COVERAGE 


“Sec. 2. (a) This Act shall apply to each employee and Member, except as 
hereinafter provided. 

“(b) This Act shall not apply to the President, to any judge of the United 
States as defined under section 451 of title 28 of the United States Code, or to any 
employee of the Government subject to another retirement system for Govern- 
ment employees. 

“(c) This Act shall not apply to any Member or to any congressional employee 
until he gives notice in writing, within six months after the date of entrance 
into the service, to the officer by whom his salary is paid, of his desire to come 
within the purview of this Act. 

“(d) This Act shall not apply to any temporary congressional employee unless 
such employee is appointed at an annual rate of salary and gives notice in writing, 
within six months after the date of entrance into the service, to the officer by 
whom his salary is paid, of his desire to come within the purview of this Act. 

“*(e) The Commission may exclude from the operation of this Act any employee 
or group of employees in the executive branch of the United States Government, 
or of the District of Columbia government upon recommendation by its Com- 
missioners, whose tenure of office or employment is temporary or intermittent, 
except that no employee shall be excluded under this subsection after he shall have 
had more than nine months’ continuous service. 

“(f) This Act shall not apply to any temporary employee of the Administrative 
Office of the United States Courts, of the courts specified in section 610 of title 
28 of the United States Code; and the Architect of the Capitol and the Librarian 
of Congress are authorized to exclude from the operation of this Act any em- 
ployees under the Office of the Architect of the Capitol and the Library of Con- 
gress, resepctively, whose tenure of employment is temporary or of uncertain 
duration. 

“CREDITABLE SERVICE 


“Sec. 3. (a) An employee’s service for the purpose of this Act including service 
as a substitute in the postal service shall be credited from the date of original 
employment to the date of the separation upon which title to annuity is based 
in the civilian service of the Government. Credit shall similarly be allowed for 
service in the Pan American Sanitary Bureau. No credit shall be allowed for any 
period of separation from the service in excess of three calendar days. 

“(b) An employee or Member shall be allowed credit for periods of military 
service prior to the date of the separation upon which title to annuity is based; 
however, if an employee or Member is awarded retired pay on account of military 
service, the period of service upon which such retired pay is based shall not be 
included, unless such retired pay is awarded on account of a service-connected 
disability incurred in line of duty or is awarded under title III of Public Law 
810, Eightieth Congress, except that for purposes of section 9 (c) (1), a Member 
(1) shall be allowed credit only for periods of military service, not exceeding five 
years, plus any military service performed by the Member upon leaving his office, 
for the purpose of performing such service, during any war or national emergency 
proclaimed by the President or declared by the Congress and prior to his final 
separation from service as Member and (2) may not receive credit for military 
service for which credit is allowed for the purposes of retired pay under any 
other provision of law. Nothing in this Act shall affect the right of an employee 
or a Member to retired pay, pension, or compensation in addition to the annuity 
herein provided. 

“(c) Credit shall be allowed for leaves of absence granted an employee while 
performing military service or while receiving benefits under the Federal Em- 
ployees’ Compensation Act of September 7. 1916, as amended. Except for a sub- 
stitute in the postal service, there shall be excluded from credit so much of any 
other leaves of absence without pay as may exceed six months in the aggregate 
in any calendar year. 

“(d) An employee who during the period of any war, or of any national 
emergency as proclaimed by the President or declared by the Congress, has 
left or leaves his position to enter the military service shall not be considered, 
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for the purposes of this Act, as separated from his civilian position by reason 
of such military service, unless he shall apply for and receive a lump-sum 
benefit under this Act. 

“(e) The total service of an employee or Member shall be the full years and 
twelfth parts thereof, excluding from the aggregate the fractional part of a 
month, if any. 

“(f) An employee must have completed at least five years of civilian service 
before he shall be eligible for annuity under this Act. 

“(g) An employee or Member must have, within the two-year period pre- 
ceding any separation from service, other than a separation by reason of death 
or disability, completed at least one year of creditable civilian service during 
which he was subject to this Act before he or his survivors shall be eligible for 
annuity under this Act based on such separation. Failure to meet this service 
requirement sliall not deprive the individual or his survivors of any annuity 
rights which attached upon a previous separation. 

“(h) An employee who (1) has at least five years’ Member service and (2) 
has served as a Member at any time after August 2, 1946, shall not be allowed 
credit for any service which is used in the computation of an annuity under 
section 9 (c). 

“DEDUCTIONS AND DEPOSITS 


“Seo. 4. (a) From and after the first day of the first pay period which be- 
gins after December 31, 1956, there shall be deducted and withheld from each 
employee’s basic salary an amount equal to 7 per centum of such basic salary 
and from each Member's basic salary an amount equal to 8 per centum of such 
basic salary. From and after the first day of the first pay period which begins 
after June 30, 1957, an equal sum shall also be contributed from the respective 
appropriation or fund which is used for payment of his salary, pay or com- 
pensation, or in the case of an elected official, from such appropriation or fund 
as may be available for payment of other salaries of the same office or establish- 
ment. The amounts so deducted and withheld by each department or agency, 
together with the amount so contributed, shall, in accordance with such pro- 
cedures as may be prescribed by the Comptroller General of the United States, 
be deposited by the department or agency in the Treasury of the United States 
to the credit of the fund. There shall also be so credited all deposits made by 
employees or Members under this section. Amounts contributed under this sub- 
section from appropriations of the Post Office Department shall not be con- 
sidered as costs of providing postal service for the purpose of establishing 
postal rates. 

“(b) Each employee or Member shall be deemed to consent and agree to 
such deductions from basie salary, and payment less such deductions shall be 
a full and complete discharge and acquittance of all claims and demands whatso- 
ever for all regular services during the period covered by such payment, except 
the right to the benefits to which he shall he entitled under this Act, notwith- 
standing any law, rule, or regulation affecting the individual’s salary. 

“(c) Each employee or Member credited with civilian service after July 
$1, 1920, for which, for any reason whatsoever, no retirement deductions or de- 
posits have been made, may deposit with interest an amount equal to the fol- 
lowing percentages of his basic salary received for such service: 


Percentage of 


basic salary Service period 

Employee_____-__ 9B iene ncecs rept dice eyerpees August 1, 1920, to June 30, 1926. 

ai ale cohen ier abameeaiaimemeenen es July 1, 1926, to June 30, 1942. 

Ot cies ise tnicdeotcas aptabiniae tenant cede hoes aa July 1, 1942, to June 30, 1948. 

OS ak dais ak bab tat Sincniene aii July 1, 1948, to December 31, 1956. 

Dcsinabeethdnntib taming aseepinentis After December 31, 1956. 
SO RNS iirc cannes cchetereninenmevesnns August 1. 1920, to June 30, 1926. 

ber service, BEI ante io nsec oceptocmaiuadeiindivemiensat July 1, 1926, to June 30, 1942. 

Wc cinta ceeigchio hint talent lipase oven July 1, 1942, to August 1, 1946. 

— ES ae eee August 2, 1946, to December 31, 1956. 

eaten as Rania tah tiie After December 31, 1956. 


““(d) Each employee or Member who has received a refund of retirement deduc- 
tions under this or any other retirement system established for employees of the 
Government covering service for which he may be allowed credit under this Act 
may deposit the amount received, with interest. No credit sha!l be allowed for 
the service covered by the refund until the deposit is made. 
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“¢e) Interest under subsection (c) or (d) shall be computed from the mid- 
point of each service period included in the computation, or from the date re- 
fund was paid, to the date of deposit or commening date of annuity, whichever 
igearlier. The interest shall be computed at the rate of 4 per centum per annum 
to. December 31, 1947, and 3 per centum per annum thereafter compounded 
annually. Such deposit may be made in one or more installments. 

“(f) Under such regulations as may be prescribed by the Commission, amounts 
deducted under subsection (a) and deposited under subsections (c) and (d) 
shall be entered on individual retirement records. 

““(g) No deposit shall be required for any service prior to August 1, 1920, for 
periods of military service or for any service for the Panama Railroad Company 
prior to January 1, 1924. 

“MANDATORY SEPARATION 


“Seo. 5. (a) Except as hereinafter provided, an employee who shall have at- 
tained the age of seventy years and completed fifteen years of service shall be 
automatically separated from the service. Such separation shall be effective 
on the last day of the month in which such employee attains the age of seventy 
years or completes fifteen years of service if then beyond such age, and all 
salary shall cease from that day. 

“(b) Each employing office shall notify each employee under its direction of 
the date of such separation from the service at least sixty days in advance 
thereof: Provided, That subsection (a) shall not take effect without the con- 
sent of the employee until sixty days after he has been so notified. 

“(c) The President may, by Executive order, exempt from automatic separa- 
tion under this section any employee when, in his judgment, the public interest 
so requires. 

“(d) The automatic separation provisions of this section shall not apply to 
any person named in any Act of Congress providing fur the continuance of 
such person in the service, to any Member, to any congressional employee, to 
the Architect of the Capitol or any employee under the office of the Architect 
of the Capitol, or to any employee in the judicial branch within the classes made 
subject to the Civil Service Retirement Act of May 29, 1930, as amended, by 
the Act of July 13, 1937. 

“(e) In the case of an officer or employee of The Alaska Railroad, Territory 
of Alaska, or an officer or employee who is a citizen of the United States 
employed on the Isthmus of Panama by the Panama Canal Company or the 
Canal Zone Government, the provisions of this section shall apply upon his 
attaining the age of sixty-two years and completing fifteen years of service on 
the Isthmus of Panama or in the Territory of Alaska. 


“IMMEDIATE RETIREMENT 


“Sec. 6. (a) Any employee who attains the age of sixty years and completes 
thirty years of service shall, upon separation from the service, be paid an 
annuity computed as provided in section 9. 

“(b) Any employee who completes thirty years of service shall, upon separa- 
tion from the service prior to attainment of the age of sixty years, be paid a 
reduced annuity computed as provided in section 9. 

“(c) Any employee the duties of whose position are primarily the investiga- 
tion, apprehension, or detention of persons suspected or convicted of offenses 
against the criminal laws of the United States, including any employee engaged 
in such activity who has been transfered to a supervisory or administrative 
position, who attains the age of fifty years and completes twenty years of service 
in the performance of such duties, may, if the head of his department or agency 
recommends his retirement and the Commission approves, voluntarily retire 
from the service, and be paid an annuity computed as provided in section 9 (i). 
The head of the department or agency and the Commission shall give full con- 
sideration to the degree of hazard to which such employee is subjected in the 
performance of his duties, rather than the general duties of the class of position 
held by such employee. 

‘*(d) Any employee who completes twenty-five years of service or who attains 
the age of fifty years and completes twenty years of service shall upon involun- 
tary separation from the service not by removal for cause on charges of mis- 
conduct or delinquency, be paid a reduced annuity computed as provided in 
section 9. 
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“(e) Any employee who attains the age of sixty-two years and completes five 
years of service shall, upon separation from the service, be paid an annuity 
computed as provided in section 9. 

“(f) Any Member who attains the age of sixty-two years and completes five 
years of Member service, or who attains the age of sixty years and completes 
ten years of Member service, shall, upon separation from the service, be paid 
an annuity computed as provided in section 9. No Member or survivor of a 
Member shall be entitled to receive an annuity under this Act unless there shall 
have been deducted or deposited the amounts specified in section 4 with respect 
to his last five years of Member service. 


“DISABILITY RETIREMENT 


“Seo. 7. (a) Any employee who completes five years of civilan service and who 
is found by the Commission to have become disabled shall, upon his own appli- 
cation or upon application by his department or agency, be retired on an annuity 
computed as provided in section 9. Any Member who completes five years of 
Member service and who is found by the Commission to have become disabled 
shall, upon his own application, be retired on an annuity computed as provided 
in section 9. 

“(b) No claim shall be allowed under this section unless the application is 
filed with the Commission prior to separation of the employee or Member from 
the service or within one year thereafter. This time limitation may be waived 
by the Commission for an individual who at the date of separation from service 
or within one year thereafter is mentally incompetent, if the application is filed 
with the Commission within one year from the date of restoration of such indi- 
vidual to competency or the appointment of a fiduciary, whichever is the earlier. 

“(e) Each annuitant retired under this section or under section 6 of the Act 
of May 29, 1930, as amended, unless his disability is permanent in character, shall 
at the expiration of one year from the date of such retirement and annually 
thereafter, until reaching age sixty, be examined under the direction of the Com- 
mission. If the annuitant fails to submit to examination as required under this 
section, payment of the annuity shall be suspended until continuance of the dis- 
ability is satisfactorily established. 

“(d) If such annuitant, before reaching age sixty, recovers from his disability 
or is restored to an earning capacity fairly comparable to the current rate of 
compensation of the position occupied at the time of retirement, payment of the 
annuity shall cease (1) upon reemployment by the Government, (2) one year 
from the date of the medical examination showing such recovery, or (3) one year 
from the date of determination that he is so restored, whichever is earliest. 
Earning capacity shall be deemed restored if in each of two succeeding calendar 
years the income of the annuitant from wages or self-employment or both shall 
equal at least 80 per centum of the current rate of compensation of the position 
occupied immediately prior to retirement. 

“(e) If such annuitant whose annuity is discontinued under subsection (d) 
is not reemployed in any position included in the provisions of this Act, he shall 
be considered, except for service credit, as having been involuntarily separated 
from the service for the purposes of this Act as of the date of discontinuance of 
the disability annuity and shall, after such discontinuance, be entitled to annuity 
in accordance with the applicable provision of this Act. 

“(f) No person shall be entitled to receive an annuity under this Act and com- 
pensation for injury or disability to himself under the Federal Employees’ Com- 
pensation Act of September 7, 1916, as amended, covering the same period of 
time. This provision shall not bar the right of any claimant to the greater benefit 
conferred by either Act for any part of the same period of time. Neither this 
provision nor any provision in such Act of September 7, 1916, as amended, shall 
deny to any person an annuity accruing to such person under this Act on account 
of service rendered by him, or deny any concurrent benefit to such person under 
such Act of September 7, 1916, as amended, on account of the death of any other 
person. 

“(g) Notwithstanding any provision of law to the contrary, the right of any 
person entitled to an annuity under this Act shall not be affected because such 
person has received an award of compensation in a lump sum under section 14 of 
the Act of September 7, 1916, as amended, except that where such annuity is 
payable on account of the same disability for which compensation under such 
section has been paid, so much of such compensation as has been paid for any 
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period extended beyond the date such annuity becomes effective, as determined 
by the Department of Labor, shall be refunded to the Department of Labor, to be 
covered into the Federal Employees’ Compensation Fund. Before such person 
shall receive such annuity he shall (1) refund to such Department the amount 
representing such commuted payments for such extended period, or (2) au- 
thorize the deduction of such amount from the annuity payable to him under 
this Act, which amount shall be transmitted to such Department for reimburse- 
ment to such fund. Deductions from such annuity may be made from accrued 
and accruing payments, or may be prorated against and paid from accruing pay- 
ments in such manner as the Department of Labor shall determine, whenever it 
finds that the financial circumstances of the annuitant are such as to warrant 
such deferred refunding. 


“DEFERRED RETIREMENT 


“Sec. 8. (a) Any employee who is separated from the service or transferred to 
a position not within the purview of this Act after completing five years of civil- 
ian service may be paid an annuity beginning at the age of sixty-two years com- 
puted as provided in section 9. 

“(b) Any Member who is separated from the service as a Member after com- 
pleting five years of Member service may be paid an annuity beginning at the 
age of sixty-two years, computed as provided in section 9. 


“COMPUTATION OF ANNUITY 


“Seo. 9. (a) Except as otherwise provided in this section, the annuity of an 
employee retiring under this Act shall be (1) the larger of (A) 1% per centum 
of the average salary multiplied by so much of the total service as does not 
exceed five years, or (B) 1 per centum of the average salary, plus $25, multiplied 
by so much of the total service as does not exceed five years, plus (2) the larger 
of (A) 2 per centum of the average salary multiplied by so much of the total 
service as exceeds five years, or (B) 1 per centum of the average salary, plus 
$25, multiplied by so much of the total service as exceeds five years: Provided, 
That the annuity shall not exceed 80 per centum of the average salary: Pro- 
vided further, That the annuity of an employee retiring under section 7 shall 
be at least (1) 40 per centum of the average salary or (2) the sum obtained 
under this subsection after increasing his total service by the period elapsing 
between the date of separation and the date he attains the age of sixty years, 
whichever is the lesser, but this proviso shall not increase the annuity of any 
survivor. 

“(b) The annuity of a congressional employee retiring under this Act shall, 
if he so elects at the time his annuity commences, be (1) 2% per centum of the 
average salary multiplied by his military service and service as a congressional 
employee, not exceeding a total of fifteen years, plus (2) 1% per centum of the 
average salary multiplied by so much of the remainder of his total service as 
does not exceed five years, plus (3) 2 per centum of the average salary multiplied 
by so much of the remainder of his total service as exceeds five years: Provided, 
That the annuity shall not exceed 80 per centum of the average salary. This 
subsection shall not apply unless the congressional employee (1) has had at 
least five years’ service as a congressional employee (2) has had deductions 
withheld from his salary or made deposit covering his last five years of civilian 
service, and (3) has served as a congressional employee during the last eleven 
months of his civilian service: Provided further, That the annuity of a con- 
gressional employee retiring under section 7 shall be at least (1) 40 per centum 
of the average salary or (2) the sum obtained under this subsection after in- 
creasing his service as a congressional employee by the period elapsing between 
the date of separation and the date he attains the age of sixty years, whichever 
is the lesser, but this provision shall not increase the annuity of any survivor. 

“(c) The annuity of a Member retiring under this Act shall be an amount 
equal to— 

(1) 2% per centum of the average salary multiplied by the total of his 
Member and creditable military service ; 

“(2) 2% per centum of the average salary multiplied by his total years of 
service, not exceeding fifteen, performed as a congressional employee prior 
to. his separation from service as a Member, other than any such service 
which he may elect to exclude; 
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“(3) 1% per centum of such average salary multiplied by so much of his 
total service, other than service used in computing annuity under clauses 
(1) and (2), as does not exceed five years, performed prior to his separa- 
tion from service as a Member, and other than any such service which he 
may elect to exclude; and 
““(4) 2 per centum of such average salary multiplied by his total service, 
other than service used in computing annuity under clauses (1), (2), and 
(3), performed prior to his separation from service as a Member, and other 
than any such service which he may elect to exclude. 
In no case shall an annuity computed under this subsection exceed 80 per centum 
of the basic salary that he is receiving at the time of such separation from the 
service, and in no case shall the annuity of a Member retiring under section 7 
be less than (A) 40 per centum of the average salary or (B) the sum obtained 
under this subsection after increasing his Member service by the period elapsing 
between the date of separation and the date he attains the age of sixty years, 
whichever is the lesser, but this provision shall not increase the annuity of any 
survivor. 

“(d) The annuity as hereinbefore provided, for an employee retiring under 
section 6 (b) or 6 (d), shall be reduced by one-twelfth of 1 per centum for each 
full month not in excess of thirty, one-eighth of 1 per centum for each full 
month in excess of thirty but not in excess of sixty, and one-sixth of 1 per centum 
for each full month in excess of sixty, such employee is under the age of sixty 
years at date of separation. 

“(e) The annuity as hereinbefore provided shall be reduced by 10 per centum 
of any deposit described in section 4 (c) remaining unpaid, unless the employee 
or Member shall elect to eliminate the service involved for purposes of annuity 
computation. 

“(f) Any employee or Member retiring under section 6, 7, or 8 may at the 
time of retirement elect a reduced annuity, in lieu of the annuity as hereinbefore 
provided, and designate in writing his wife or husband to receive an annuity 
after the retired individual’s death computed as provided in section 10 (a) (2). 
The annuity of the employee or Member making such election, excluding any 
increase because of retirement under section 7, shall be reduced by 10 per centum 
of so much thereof as exceeds $2,400. 

“(g) Any unmarried employee or Member retiring under section 6 or 8, and 
found by the Commission to be in good health, may at the time of retirement 
elect a reduced annuity, in lieu of the annuity as hereinbefore provided, and 
designate in writing a person having an insurable interest in the employee or 
Member to receive an annuity after the retired individual’s death. The annuity 
payable to the employee or Member making such election shall be reduced by 
10 per centum of an annuity computed as provided in section 9 and by 5 per 
centum of an annuity so computed for each full five years the person designated 
is younger than the retiring employee or Member, but such total reduction shall 
not exceed 40 per centum. 

“(h) The annuity as hereinbefore provided, for an employee who is a citizen 
of the United States, shall be increased by $36 multiplied by total service in the 
employ of either the Alaska Engineering Commission or The Alaska Railroad 
in the Territory of Alaska between March 12, 1914, and July 1, 1923, or in the 
employ of either the Isthmian Canal Commission or the Panama Railroad 
Company on the Isthmus of Panama between May 4, 1904, and April 1, 1914. 

“(i) The annuity of an employee retiring under section 6 (c) shall be 2 per 
centum of the average salary multiplied by the total service: Provided, That 
the annuity shall not exceed 80 per centum of the average salary. 


“SURVIVOR ANNUITIES 


“Sec. 10. (a) (1) If a Member or employee dies after having retired under any 
provision of this Act and is survived by a wife or husband to whom he or she was 
married at the time of retirement, such wife or husband shall be paid an annuity 
equal to (1) 50 per centum of so much of an annuity computed as provided in 
subsections (a), (b), (c), (d), and (e) of section 9, as may apply with respect to 
the annuitant, as does not exceed $2,400. 

“(2) If a Member or employee dies after having retired under any provision 
of this Act and is survived by a wife or husband designated under section 9 (f) 
such wife or husband shall be paid an annuity (in addition to any annuity 
payable under paragraph (1)) equal to 50 per centum of so much of an annuity 


ll et 


sonata 


REVISION OF THE CIVIL SERVICE RETIREMENT ACT 9 


computed as provided in subsections (a), (b), (c), (d), and (e) of section 9, as 
may apply with respect to the annuitant, as exceed $2,400. 

“(3) An annuity computed under this subsection shall begin on the first day 
of the month in which the retired employee dies, and such annuity or any right 
thereto shall terminate upon the survivor’s death or remarriage. 

“(b) The annuity of a survivor designated under section 9 (g) shall be 50 
per centum of the reduced annuity computed as provided in subsections (a), (b), 
(ec), (d), (e), and (g) of section 9 as may apply with respect to the annuitant. 
The annuity of such survivor shall begin on the first day of the month in which 
the retired employee dies, and such annuity or any right thereto shall terminate 
upon the survivor’s death. 

“(c) If an employee dies after completing at least five years of civilian 
service, or a Member dies after completing at least five years of Member service, 
the widow or dependent widower of such employee or Member shall be paid an 
annuity equal to 50 per ceutum of an annuity computed as provided in sub- 
sections (a), (b), (c), and (d) of section 9 as may apply with respect to the 
employee or Member. The annuity of such widow or dependent widower shall 
begin on the first day of the month after the employee or Member dies, and such 
annuity or any right thereto shall terminate upon death or remarriage of the 
widow or widower, or upon the widower’s becoming capable of self-support. 

“(d) If an employee dies after completing five years of civilian service or a 
Member dies after completing five years of Member service, or an employee or a 
Member dies after having retired under any provision of the Act, and is sur- 
vived by a wife or by a husband who is incapable of self-support by reason of 
mental or physical disability and who received more than one-half of his support 
from such employee or Member, each surviving child shall be paid an annuity 
equal to the smallest of (1) 40 per centum of the employer’s or Member's average 
salary divided by the number of children, (2) $600, or (3) $1,800 divided by the 
number of children. If such employee or Member is not survived by a wife or 
husband, each surviving child shall be paid an annuity equal to the smallest of 
(1) 50 per centum of the employee’s or Member's average salary divided by the 
number of children, (2) $720, or (3) $2,160 divided by the number of children. 
The child’s annuity shall begin on the first day of the month after the employee 
or Member dies, and such annuity or any right thereto shall terminate upon 
(1) his attaining age 18 unless incapable of self-support, (2) his becoming capable 
of self-support after age 18, (3) his marriage, or (4) his death. Upon the death 
of the wife or dependent husband or termination of the annuity of the child, the 
annuity of any other child or children shall be recomputed and paid as though 
such wife, dependent husband, or child had not survived the employee or Mem- 
ber. 

“LUMP-SUM BENEFITS 


“Sec. 11. (a) Any employee who is separated or transferred to a position not 
within the purview of this Act after he has completed five but less than twenty 
years of service, and any Member who is separated after he has completed five 
but less than twenty years of Member service, shall upon application therefor be 
paid the lump-sum credit. Any employee who is separated or transferred to a 
position not within the purview of this Act before he has completed five years’ 
service, and any Member who is separated before he has completed five years of 
Member service, shall be paid the lump-sum credit. The receipt of payment of 
the lump-sum credit by the individual shall void all annuity rights under this 
Act, unless and until he shall be reemployed in the service subject to this Act. 

‘*(b) Each present or former employee or Member may, under regulations pre- 
scribed by the Commission, designate a beneficiary or beneficiaries for the pur- 
poses of this Act. 

“(c) Lump-sum benefits authorized under subsections (d), (e), and (f) of 
this section shall be paid in the following order of precedence to such person or 
persons surviving the employee or Member and alive at the date title to the 
payment arises, and such payment shall be a bar to recovery by any other person: 

“First, to the beneficiary or beneficiaries designated by the employee or Mem- 
ber in a writing received in the Commission prior to his death; 

“Second, if there be no such beneficiary, to the widow or widower of the em- 
ployee or Member ; 

“Third, if none of the above, to the child or children of the employee or Mem- 
ber and descendants of deceased children by representation ; 
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“Fourth, if none of the above, to the parents of the employees of Member or 
the survivor of them; 

“Fifth, if none of the above, to the duly appointed executor or administrator 
of the-estate of the employee or Member ; 

“Sixth, if none of the above, to other next of kin of the employee or Member as 
may be determined by the Commission to be entitled under the laws of the 
domicile of the individual at the time of his death. 

“(d) If an employee or Member dies (1) without a survivor, or (2) with a 
survivor or survivors and the right of all survivors shall terminate before claim 
for survivor annuity is filed, or if a former employee or Member not retired dies, 
the lump-sum credit shall be paid. 

“(e) If all annuity rights under this Act based on the service of a deceased 
employee or Member shall terminate before the total annuity paid equals the 
lump-sum credit, the difference shall be paid. 

“(f) If an annuitant dies, any annuity accrued and unpaid shall be paid. 

“(g) Any annuity accrued and unpaid upon the termination (other than by 
death) of the annuity of any annuitant or survivor annuitant shall be paid to 
such person. Any survivor annuity accrued and unpaid upon the death of any 
survivor annuitant shall be paid in the following order of precedence, and 
such payment shall be a bar to recovery by any other person: 

“First, to the duly appointed executor or administrator of the estate of the 
survivor annuitant; 

“Second, if there is no such executor or administrator, payment may be made, 
after the expiration of thirty days from the date of death of such survivor an- 
nuitant, to such next of kin of the survivor annuitant as may be determined by 
the Commission to be entitled under the laws of the survivor annuitant’s domicile 
at the time of his death. 


“ADDITIONAL ANNUITIES 


“Sec. 12. (a) Any employee or Member may, under regulations prescribed by 
the Commission, voluntarily contribute additional sums in multiples of $25, but 
the total may not exceed 10 per centum of his basic salary for his creditable serv- 
ice from and after August 1, 1920. The voluntary contribution account in each 
case shall be the sum of such unrefunded contributions, plus interest at 3 per 
centum per annum compounded annually to date of separation or transfer to a 
position not within the purview of this Act or, in case of an individual who is 
separated with title to a deferred annuity and does not claim the voluntary 
contribution account, to the commencing date fixed for such deferred annuity 
or date of death, whichever is earlier. 

“(b) Such voluntary contribution account shall be used to purchase at retire- 
ment an annuity in addition to the annuity otherwise provided. For each $100 
in such voluntary contribution account, the additional annuity shall consist of $7 
increased by 20 cents for each full year, if any, such employee of Member is over 
the age of fifty-five years at the date of retirement. 

“(c) A retiring employee of Member may elect a reduced additional annuity 
in lieu of the additional annuity described in subsection (b) and designate in 
writing a person to receive after his death an annuity of 50 per centum of his 
reduced additional annuity. The additional annuity of the employee or Member 
making such election shall be reduced by 10 per centum, and by 5 per centum 
for each full five years the person designed is younger than the retiring employee 
or Member, but such total reduction shall not exceed 40 per centum. 

“(d) Any employee or Member who is separated from the service before becom- 
ing eligible for immediate or deferred annuity or who transfers to a position 
wherein he does not continue subject to this Act shall be paid the voluntary con- 
tribution account. Any employee or Member who is separated from the service 
after becoming eligible for a deferred annuity under section 8 may elect to 
receive, in lieu of additional annuity, the voluntary contribution account, pro- 
vided his separation occurs and application for payment is filed with the Com- 
mission at least thirty-one days before the commencing date of annuity. 

“(e) If any present or former employee or Member not retired dies, the 
voluntary contribution account shall be paid under the provisions of section 11 
(c). If all additional annuities or any right thereto based on the voluntary 
contribution account of a deceased employee or Member terminate before the 


total additional annuity paid equals such account, the difference shall be paid 
under the provisions of section 11 (c). 
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“REEMPLOYMENT OF ANNUITANTS 


“Src, 13. (a) Notwithstanding any other provision of law, an annuitant here- 

tofore or hereafter retired ‘under this Act shall not, by reason of his retired 
status, be barred from employment in any appointive position for which he is 
qualified. An annuitant so reemployed shall serve at the will of the appointing 
officer. 
_ “(b) If an annuitant under this Act (other than (1) a disability annuitant 
whose annuity is terminated by reason of his recovery or restoration of earning 
capacity, or (2) a Member retired under this Act) hereafter becomes employed in 
an appointive or elective position subject to this Act, annuity payments shall 
be discontinued during such employment and deductions for the retirement 
fund shall ‘be withheld from his salary. If such annuitant performs actual 
full-time service for a period of at least one year, his right to future annuity 
shall be determined upon the basis of the law in effect at the time of termination 
of such period of employment and service performed during such period shall 
be eredited for such purpose. If such annuitant does not perform aetual full- 
time service for a period of at least one year, his annuity payments shall be 
resumed in the same amount and amounts deducted from his salary during such 
period of employment shall be returned upon the expiration of such period. 
If an annuitant under this Act (other than (1) a disability annuitant whose 
annuity is terminated by reason of his recovery or restoration of earning capacity, 
or (2) a Member retired under this Act) hereafter becomes employed in an 
appointive or elective position not subject to this Act, annuity payments shall 
be discontinued during such reemployment and resumed in the same amount 
upon termination of such employment. 

“(c) If a Member heretofore or hereafter retired under this Act hereafter 
becomes employed in an appointive or elective position, annuity payments shall 
be discontinued during such employment and resumed in the same amount upon 
termination of such employment: Provided, That if such retired Member takes 
office as Member and gives notice as provided in section 2 (c), his service as 
Member during such period shall be credited in determining his right to and the 
amount of his subsequent annuity. 


“PAYMENT OF BENEFITS 


“Sec. 14. (a) Each annuity is stated as an annual amount, one-twelfth of 
which, fixed at the nearest dollar, accrues monthly and is payable on the first 
business day of the month after it accrues. 

“(b) Except as otherwise provided, the annuity of an employee shall commence 
on the first of the month after separation from the service, or on the first of 
the month after salary ceases provided the employee meets the service and 
the age or disability requirements for title to annuity at that time. The annuity 
of a Member or of an elected officer of the Senate or House of Representatives 
shall commence on the day following the day on which salary shall cease provided 
the person entitled to such annuity meets the service and the age or disability 
requirements for title to annuity at that time. The annuity of an employee 
or Member under section 8 shall commence on the first of the month after the 
occurrence of the event on which payment of the annuity is based. 

“(c) An annuity shall terminate on the last day of the month preceding the 
month in which death or any other terminating event provided in this Act occurs. 

“(d) Any person entitled to annuity from the fund may decline to accept all 
or any part of such annuity by a waiver signed and filed with the Commission. 
Such waiver may be revoked in writing at any time, but no payment of the 
annuity waived shall be made covering the period during which such waiver was 
in effect. 

“(e) Where any payment is due a minor, or a person mentally incompetent 
or under other legal disability, such payment may be made to the person who 
is constituted guardian or other fiduciary by the law of the State of residence 
of such claimant or is otherwise legally vested with the care of the claimant 
or his estate: Provided, That when no guardian or other fiduciary of the person 
under legal disability has been appointed under the laws of the State of resi- 
dence of the claimant, payment may be made to any person who in the judg- 
ment of the Commission is responsible for the care of the claimant, and such 
payment shall be a bar to recovery by any other person. 
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“EXEMPTION FROM LEGAL PROCESSES 


“Seo. 15. (a) None of the moneys mentioned in this Act shall be assignable, 
either in law or equity, or be subject to execution, levy, attachment, garni: 
ment, or other legal process. 

“(b) Notwithstanding any other provision of law, there shall be no recovery 
of any payments under this Act from any person when, in the judgment of the 
Commission, such person is without fault and such recovery would be contrary 
to equity and good conscience; nor shall there be any withholding of recovery 
of any moneys mentioned in this Act on account of any certification or payment 
made by any former employee of the United States in the discharge of his 
official duties unless the head of the department or agency on behalf of which 
the certification or payment was made certifies to the Commission that such 
certification or payment involved fraud on the part of such employee. 


“ADMINISTRATION 


“Sec. 16. (a) This Act shall be administered by the Commission. Except as 
otherwise specifically provided herein, the Commission is hereby authorized and 
directed to perform, or cause to be performed, any and all acts and to make 
such rules and regulations as may be necessary and proper for the purpose of 
carrying the provisions of this Act into full force and effect. 

“(b) Applications under this Act shall be in such form as the Commission 
shall prescribe, and shall be supported by such certificates from departments 
or agencies as the Commission may deem necessary to the determination of the 
rights of applicants. The Commission shall adjudicate all claims under this 
Act. 

“(c) Questions of dependency and disability arising under this Act shall be 
determined by the Commission and its decisions with respect to such matters 
shall be final and conclusive and shall not be subject to review. The Commis- 
sion may order or direct at any time such medical or other examinations as it 
shall deem necessary to determine the facts relative to the disability or de- 
pendency of any person receiving or applying for annuity under this Act, and 
may suspend or deny any such annuity for failure to submit to any such exami- 
nation. 

““(d) An appeal to the Commission shall lie from any administrative action 
or order affecting the rights or interests of any person or of the United States 
under this Act, the procedure on appeal to be prescribed by the Commission. 

“(e) Fees for examinations made under the provisions of this Act, by physi- 
cians or surgeons who are not medical officers of the United States, shall be 
fixed by the Commission, and such fees, together with reasonable traveling and 
other expenses incurred in connection with such examinations, shall be paid out 
of the appropriations for the cost .of administering this Act. 

“(f) The Commission shall publish an annual report upon the operations of 
this Act. 

““(g) The Commission is hereby authorized and directed to select three actu- 
aries, to be known as the Board of Actuaries of the Civil Service Retirement 
System. It shall be the duty of such Board-to report annually upon the actuarial 
status of the system and to furnish its advice and opinion on matters referred 
to it by the Commission, and it shall have the authority to recommend to the 
Commission and to the Congress such changes as in the Board’s judgment may 
be deemed necessary to protect the public interest and maintain the system upon 
a sound financial basis. The Commission shall keep or cause to be kept such 
records..as it deems necessary for making periodic actuarial valuations: of the 
Civil Service Retirement System, and the Board shall make such valuations at 
intervals of five years, or oftener if deemed necessary by the Commission. The 
compensation of the members of the Board of Actuaries, exclusive of such mem- 
bers as are in the employ of the United States, shall be fixed by the Commission. 


“CIVIL SERVICE RETIREMENT AND DISABILITY FUND 


“Sec. 17. (a) The fund is hereby appropriated for the payment of benefits as 
provided in this Act. 

“(b) The Secretary of the Treasury is hereby authorized to accept and credit 
to the fund moneys received in the form of donations, gifts, legacies, or bequests, 
or otherwise contributed for the benefit of civil-service employees generally. 
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“(e) The Secretary of the Treasury shall immediately invest in interest- 
bearing securities of the United States, such currently:available portions of the 
fund as are not immediately required for payments’from the fund, and the 
income derived from such investments shall constitute a part of the fund. 

“(d) The purposes for which obligations of the United States may be issued 
under the Second Liberty Bond Act, as amended, are hereby extended to author- 
ize the issuance at par of public-debt obligations for purchase by the fund. Such 
obligations issued for purchase by the fund shall have maturities fixed with due 
regard for the needs of the fund and bear interest at a rate equal to the average 
rate of interest computed as to the end of the calendar month next preceding the 
date of such issue, borne by all marketable interest-bearing obligations of the 
United States then forming a part of the public debt that are not due or callable 
until after the expiration of five years from the date of original issue; except 
that where such average rate is not a multiple of one-eighth of 1 per centum, 
the rate of interest of such obligations shall be the multiple of one-eighth of 1 
per centum nearest such average rate. Such obligations shall be issued for 
purchase by the fund only if the Secretary of the Treasury determines that the 
purchase in the market of other interest-bearing obligations of the United States, 
or of obligations guaranteed as to both principal and interest by the United 
States on original issue or at the market price, is not in the public interest. 


“SHORT TITLE 


“Seo. 18. This Act may be cited as the ‘Civil Service Retirement Act’.” 


MEMBERS OF FACULTY OF NAVAL ACADEMY 


Sec. 2. (a) On and after the effective date of this Act persons employed as 
members of the civilian faculties of the United States Naval Academy and the 
United States Naval Postgraduate School shall be included within the terms of 
the Civil Service Retirement Act, and on and after that date the Act of January 
16, 1936 (49 Stat. 1092), as amended, shall not apply to such persons. 

(b) In lieu of the deposit prescribed by section 4 (c) of the Civil Service Re- 
tirement Act, an employee who by virtue of subsection (a) is included within the 
terms of such Act shall deposit, for service rendered prior to the effective date of 
this Act as a member of the civilian faculty of the United States Naval Academy 
or of the United States Naval Postgraduate School, a sum equal to so much of 
the repurchase price of his annuity policy carried as required by the Act of 
January 16, 1936, as amended, as is based on the monthly allotments which were 
registered with the Navy Allotment Office toward the purchase of that annuity, 
the deposit to be made within six months after the effective date of this Act. 
Should the deposit not be made within that period no credit.shall be allowed 
under the Civil Service Retirement Act for service rendered as a member of the 
civilian faculty of the United States Naval Academy or of the United States 
Naval Postgraduate School subsequent to July 31, 1920, and prior to the effective 
date of this Act. If the deposit is made, such service shall be held and con- 
sidered to be service during which the employee was subject to this Act. 


RETROACTIVE APPLICATION OF CERTAIN BENEFITS 


Sec. 3. The amendment approved September 30, 1949 (Public Law 310, Bighty- 
first Congress), to section 4 (b) of the Civil Service Retirement Act of May 29, 
1930, as amended, insofar as it relates to the amount of the reduction in the 
annuities of officers and employees who elect to receive reduced annuities under 
such section, shall take effect as of April 1, 1948, but no increase in annuity shall 
be payable by reason of such amendment, to those who retired on or after April 
1, 1948, and prior to October 1, 1949, for any period prior to the first day of 
the first month which begins after the effective date of this Act. 


CONTINUATION OF PRIOR RIGHTS 


Sec. 4. Except as otherwise provided, the amendments made by this Act shall 
not apply in the case of employees or Members retired or otherwise separated 
prior to its effective date, and the rights of such persons and their survivors shall 
continue in the same manner and to the same extent as if this Act had not been 
enacted. 
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VICE PRESIDENT 


Sec. 5. The notice required by section 2 (c) of the Civil Service Retirement 
Act may be given, by any person holding the office of Vice President on the effec- 
tive date of this Act, at any time within fifteen days after such effective date, and 
in the case of any such person service performed in such office shall be considered 
service during which he was subject to such Act for the purpose of section 3 (g) 
thereof. 


FUTURE SALARY INCREASES TO INCLUDE INCREASES TO ANNUITANTS 


Sec. 6. It is the policy of the Congress that whenever in the future any gen- 
eral adjustment is made in the salaries of Government employees, corresponding 
adjustmerits should be made in the annuities of retired employees. 


FORFEITURE OF ANNUITIES OF PERSONS REMAINING OUTSIDE UNITED STATES TO 
TO AVOID PROSECUTION 


Sec. 7. The Act entitled “An Act to prohibit payment of annuities to officers 
and employees of the United States convicted of certain offenses, and for other 
purposes,” approved September 1, 1954 (68 Stat. 1142), is amended by adding at 
the end of section 2 thereof a new subsection as follows: 

“(c) In any case in which, after the date of enactment of this subsection, any 
person under indictment for any offense within the purview of the first section of 
this Act willfully remains outside the United States, its Territories, and pos- 
sessions, for a period in excess of one year with knowledge of such indictment, 
no annuity or retired pay shall be paid, for any period subsequent to the end of 
such one-year period to such person or to the survivor or beneficiary of such 
person, on the basis of the service of such person, as an officer or employee of 
the Government unless and until a nolle prosequi to the entire indictment is 
entered upon the record or such person returns and thereafter the indictment is 
dismissed or after trial by court the accused is found not guilty of the offense 
or offenses charged in the indictment.” 


EFFECTIVE DATE 
Sec. 8. This Act shall take effect on January 1, 1957. 


SHORT TITLE 


Sec. 9. This Act may be cited as the “Civil Service Retirement Act Amend- 
ments of 1956.” 

Passed the Senate May 23 (legislative day, May 7), 1956. 

Attest: 





, Secretary. 


The Cuatrman. This proposed legislation will materially liberalize 
benefits under the Civil Service Retirement Act. The estimated in- 
creased annual cost. of S. 2875 will be $454 million, of which $90 mil- 
lion would be paid by a 1 percent increase in employees’ contributions 
and $346 million would have to be contributed by the Government. 

According to the Board of Actuaries of the civil service retirement 
and disability fund, United States Civil Service Commission, report- 
ing on the status of the retirement structure the unfunded liability of 
the civil service retirement fund would be increased from the present 
$13,435 million to about $1814 billion by enactment of this legislation. 

The seriousness of the problem of adequate financing of the civil 
service retirement fund was pointed out in the discussion of our re- 
tirement system in the unanimous report of this committee printed as 
House Report No. 1844 on March 1 of this year. In that report we 
recommended that contributions to the retirement fund be made by 
the employees and by each department and agency ; this proposal is in- 
corporated in S. 2875 and ii is recommended by the Civil Service 
Commission in its report. 
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Personally, I hope that the committee will report out and that the 
House, in its wisdom, will pass a retirement bill in such a form as 
finally will be approved by the President. In my opinion, it would be 
unfortunate—particularly for the nearly 2 million Federal employees 
who are looking coeaet to improvement in their retirement plan— 
if a bill were to come out of this committee that would not become law 
because of excessive costs and too liberal benefits. It is my belief, 
therefore, that the committee will want to give full consideration to 
the views of the various Federal employee organizations and the ad- 
ministration on this legislation. The report from the Civil Service 
Commission, which was received last Saturday, as I understand it, has 
been furnished to each member. 

The committee will hear representatives of the Federal employee 
organizations first and we have a full schedule of this phase of the 
hearings today, next Thursday, and Tuesday, June 26. Immediately 
following the testimony from the employee organizations we will hear 
representatives of the administration. 

The first witness will be Mr. Jerome Keating, vice president of 
the National Association of Letter carriers, but without objection 
we will first give an opportunity to Mr. C. B. Gravitt, secretary of the 
National League of Postmasters, to make about a 2-minute statement 
to the committee and then place the remainder of the statement in the 
record since he will not be able to be in Washington at the later hear- 
ings for employee organizations. He has to attend 2 or 3 conventions 
of his organization and has to leave today. 

Mr. Gravitt, we will hear from you briefly, and then you may 
file the remainder of your statement in the record. 


STATEMENT OF C. B. GRAVITT, JR., SECRETARY AND LEGISLATIVE 
REPRESENTATIVE, NATIONAL LEAGUE OF POSTMASTERS 


Mr. Gravirr. Mr. Chairman and members of the committee, I ap- 
preciate the opportunity to present a statement to be incorporated in 
the record expressing the views of our organization. 

There is one particular point that I would like to mention to the 
committee and that involves the method of computing annuities. 
We have approximately 10,000 postmaster members who have salaries 
of $2,500 a year or less, and we support S. 2875. However, we ask 
that the section in the bill be changed so as to give an annuity in- 
crease to these individuals with low salaries. 

Now, the bill S. 2875 would provide disability pensions. They 
would be increased. More survivorship benefits would be added on, 
but, as far as computing the individual annuity for that individual 
having a salary of $2,500 or less, he would not get any more money; 
and at the same time the bill proposes to raise his retirement deduc- 
tions from 6 to 7 percent. In other words, he would have to pay 
more, but it would not increase his individual annuity. 

The CuHarrmman. That is, such employees have the option of taking 
one of the two plans? 

Mr. Gravirr. Yes, sir. They would have the option of taking one 
of the two plans. 

The present law is a better way of computing it for the employee, 
but it would leave him, with the present way of computing it as it is 
in the law, so that he would not get an increase at all. 
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Mr. Ress. Do you mean that the employee only getting $2,500 ar 
less would not have his retirement benefits incre under this bill? 

Mr. Gravrrr. Mr. Rees, I believe he would have, say, fringe bene- 
fits in the bill, but, as far as computing his individual annuity, he 
would not get any more money. 

Mr. Rees. His annuity under this bill would not be more than it 
is now if he received $2,500 or less? ; 

Mr. Gravirr. That is right. 

The Cuarrman. The minor children would benefit under this bill ? 

Mr. Gravirr. Yes, sir. They would have substantial increases. 
However, we have many members who would not make use of the 
survivorship or disability aspects. A majority of them would want 
their individual annuities increased, and 2875, in the present way 
of computing it, would not do it. 

Mr. Rers. You represent postmasters ? 

Mr. Gravirr. Yes. 

Mr. Rees. What proportion in number of postmasters would not 
benefit by this bill? 

Mr. Gravirr. I have a rough estimate which I figure would be 
around 10,000 out of the approximately 36,000 postmasters. 

Mr. Rees. More than one-fourth of them. 

Mr. Gravrrr. Yes, sir. 

Mr. Chairman, that is all I have to say. 

Mr. Corserr. I would like to ask the gentleman how that comes 
about and if he has a correction to propose. 

Mr. Gravirr. Yes, Mr. Corbett. We suggested that section 9 of 
S. 2875 be amended to provide that the individual would have the 
option of taking, say, 1 percent of his average 5-year salary plus 30. 
The present law is plus 25. That would give him a small increase. 

Mr. Rees. It would not be very much. 

Mr. Gravirr. No; it would not. We would like to have more, but 
it would be an increase and something more than the present bill 
S. 2875 proposes. 

The CuairmMan. With respect to employees who are receiving $2,500 
or less 4 

Mr. Gravirr. Yes; that is correct. 

The Cuarrman. Those over $2,500 would not suffer? 

Mr. Gravrrr. They would get an increase, and, as the average salary 
increases, their increase would increase percentagewise, too. 

The CHairmMan. Are there any other questions of the witness on my 
left or right? 

Thank you very much, Mr. Gravitt. Your entire statement will be 
included in the record. 

(‘The statement referred to follows:) 


STATEMENT BY C. B. Gravitt, Jr., SECRETARY AND LEGISLATIVE REPRESENTATIVE 
OF THE NATIONAL LEAGUE OF POSTMASTERS OF THE UNITED STATES ON SS, 2875 


Mr. Chairman and members of the committee, my name is C. B. Gravitt, Jr., 
secretary and legislative representative of the National League of Postmasters, 
the oldest organization representing postmasters in every State and Territory. 

I want to express our appreciation to the committee for the opportunity of 
presenting the views of our organization on §. 2875, the bill to revise the Civil 
Service Retirement Act, which is of vast importance to each and everyone of 
our members. 
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- We have received many letters from postmasters requesting our organization 
to.support changes within the framework of the Civil Service Retirement Act 


which»weuld provide more liberal retirement benefits. Our organization urges 


the committee to take favorable action on 8. 2875. However, we recommend that 
changes be made in the bill to avoid unnecessary hardship eases. 

It is the purpose of S. 2875 to provide greater retirement benefits. However, 
I wish to point out that the formula provided in the bill for computing annuities 
would not increase annuities for those employees with an income of $2,500 or 
less. 

The bill proposes that the present 6-percent retirement deductions be increased 
to 7 percent. It is true the bill would provide more liberal survivorship and 
disability benefits, but at the same time it would raise retirement deductions from 
6 percent to 7 percent for more than 10,000 postmasters, without increasing their 
individual annuities. 

We recommend that section 9 (a) (1) (B) read as follows: “1 percent of the 
average salary, plus $30, multiplied by so much of the total service not to exceed 
5 years.” Also change subsection (2) (B) to read, “1 percent of the average 
salary, plus $30, multiplied by so much of the total service as exceeds 5 years.” 

We feel this would be a more equitable method of computing annunities as it 
would«provide a small increase in annuities for those individuals with salaries 
of'$2,500 or less a year. 

We request the present law remain in effect so that individuals now in the 
service may complete 15 years of service regardless of age. If we change the 
law now without allowing these individuals to complete 15 years of service it 
would appear most unfair. 

There should be no doubt as to the need for greater coverage and benefits more 
nearly approaching the minimum standards required to assure the fundamental 
necessities of life to those reaching retirement age after a lifetime of faithful 
and useful work. 

Section 6 is an improvement over the present law, and would permit retirement 
after 30 years of service at any age on a reduced scale, based on the number of 
months the employee is under 60 years of age. We recommend retirement after 
30 years’ service on full annuities regardless of age. The present law fails to 
provide annunities for employees with 20 or more years’ but less than 25 years’ 
service, who are involuntarily separated through no fault of their own. 

We strongly support section 6 (d), which would provide an immediate annuity 
on a reduced basis to employees involuntarily separated who have obtained the 
age of 50 years and rendered 20 years’ service. 

In regard to total disability annuities, the present law does not provide a mini- 
mum. This should be corrected without delay, and S. 2875 provides a reasonable 
solution whereby the annuity of any employee retired due to total disability after 
meeting the 5-year eligibility requirement will be at least 40 percent of his 
annual salary. 

The method of computation of annuity should be more liberal. Care must be 
exercised in order not to reduce future annuities for employees who are now 
employed. 

The present requirement of reducing annuities by one-fourth of 1 percent for 
each month under age 60 should be lowered. Section 9 (d) appears to be reason- 
able in that it would reduce to one-twelfth of 1 percent per month for each 
month up to 30, one-eighth of 1 percent each month in excess of 30 and up to 60, 
one-sixth of 1 percent each month in excess of 60 the employee is under the age 
of 60 at the time of retirement. 

We are glad to approve legislation which removes the 5 percent reduction on 
the first $1,500 of annuities when an annuitant makes a joint and survivorship 
selection. 

The time is long overdue for legislation to give immediate annuity payments 
to widows on the death of their husbands, regardless of age or whether they 
have dependent children. The present law should be changed as widows under 
50 without dependent children have to wait until age 50 in order to receive 
annuities 

The provisions of S. 2875 to liberalize widow and children annuities is most 
meritorious Surely new retirement legislation should allow payment of chil- 
dren’s annuities where there is a surviving widower, providing that the widower 
was dependent upon the annuitant for his support 

We feel the time has come to exempt from Federal income tax civil service 
retirement annuities It is most difficult to find justification as to why annuities 
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under social security or the Railroad Retirement Act are exempt from income 
tax while employees retired under the Civil Service Act are required to. pay 
income tax on their annuities 

Federal employees are entitled to fair treatment from the Government when 
they have served honorably, diligently, and efficiently all their working lives. 
When retiring they should feel they have adequate security to see them through 
the last years of their lives, but we must keep in mind the decrease of the pur- 
chasing price of the dollar to avoid reduced living standards, hardship, dis- 
couragement, and fear of insecurity for the future. 

We have great confidence in Members of Congress to provide legislation so that 
employees who figured and planned to enjoy life in the future will not be dis- 
illusioned. 

In conclusion I would like to state the retirement bill, S. 2875, now being con- 
sidered, is highly meritorious since it would increase future annuities and sur- 
vivorship benefits of Federal employees. 

I wish to thank the committee fur the opportunity of appearing here and trust 
you will take favorable action on this retirement legislation in the very near 
future. 


The Cuarirman. We will be glad to hear from Mr. Jerome Keating, 
vice president of the National Association of Letter Carriers. 


STATEMENT OF JEROME J. KEATING, VICE PRESIDENT, NATIONAL 
ASSOCIATION OF LETTER CARRIERS; ACCOMPANIED BY R. B. 
KREMERS, ASSISTANT SECRETARY, NATIONAL ASSOCIATION OF 
LETTER CARRIERS 


Mr. Keating. Mr. Chairman and gentlemen of the committee, my 
name is Jerome J. Keating. I am accompanied by Mr. R. B. Krem- 
ers, assistant secretary of the National Association of Letter Car- 
riers. I am vice president of the National Association of Letter 
Carriers, an organization having a membership of 105,000, located 
in every State of the Union, Hawaii, Puerto Rico, and Alaska. I 
am also chairman of the retirement committee of the Government 
Employes’ Council of the AFL-CIO, a council composed of organi- 
zations representing more than 500,000 Federal and postal employees. 
The statement I am about to present reflects the thinking of the 105,- 
000 members of my own association, as well as the 500,000 members 
making up the constituent membership of the Government Employes’ 
Council. 

First, I want to express my appreciation on behalf of those I rep- 
resent to the chairman and the distinguished members of this com- 
mittee for affording me this opportunity to present our views on this 
important legislation. 

Specifically, the Johnston bill, S. 2875, improves the Retirement 
Act by providing a new formula to be used in computing annuities, 
it affords substantial improvements in survivorship benefits, and es- 
tablishes a minimum annuity for those who retire on disability. 

The need for legislation improving the civil service retirement law 
is clearly shown by the fact that 79.7 percent of all annuitants on the 
rolls as of June 30, 1953, received annuities of less than $2,000, and 
49.9 percent received annuities of less than $1,500. 

The Cuarrman. What date was that? 

Mr. Keatine. June 30, 1953. The average annuity of all employ- 
ees on the rolls on June 30, 1954, was $118 per month. A new formula 
to provide a larger annuity is badly needed to provide a standard of 
living in keeping with the present-day American standard of living. 
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This formula is provided for in S. 2875. Under the provisions of 
S. 2875 the present formula is retained for the first 5 years of service 
and a formula based upon 2 percent of the highest 5 consecutive years’ 
average salary is provided for all service in excess of 5 years. I would 
like to recommend that this be changed to provide for 2 percent of 
the average for all years of service. The Foreign Service retirement 
system has paid an annuity equal to 2 percent of salary, multiplied 
by the number of years of service for many years and the contribu- 
tion by the employees under the plan is only 5 percent. Under S. 
2875 the Federal employees will be contributing 7 percent. The mili- 
tary retirement program provides an annuity based on a 21% percent 
factor. Many private plans are now using a 2 percent and 214 percent 
factor in computing annuities. 

The research department of the American Federation of Labor, re- 
porting on a study made by the Bureau of Labor Statistics, made the 
following summation : 


The plans in the study covered 5,857,000 workers, undoubtedly more than a 
majority of all workers covered by collectively bargained plans. Three-fourths 
of the plans are in manufacturing companies. Plans covering single companies 
make up 85 percent of those surveyed, with multiemployer programs accounting 
for the other 15 percent. Also, 75 percent are financed wholly by the employers ; 
the remaining 25 percent require worker contributions, although the greater 
part of their financing is usually through employer contributions. 

The contribution provided for the Federal employees under S. 2875 
will be the largest percentage contribution made by any group of 
employees anywhere and the employees under the Civil Service Re- 
tirement System are entitled to the improvements provided for in 
S. 2875. We believe that our request that S. 2875 be amended to pro- 
vide an annuity based upon 2 percent of salary for all years of service, 
including the first 5, is a very reasonable one, and we hope that the 
committee will agree to it. 

S. 2875 provides for a realistic optional retirement after 30 years 
of service. Such retirement shall be on a reduced annnity, but the 
drastic reduction of annuity provided for in the present law has been 
modified. Even with the modification, the reduction for an em- 
ployee retiring at age 50 with 30 years of service is greater than an 
employee retiring now at age 55 with 30 years of service. Optional 
retirement at an early age provides for only a small portion of retire- 
ments and we believe that the potential cost of this amendment has 
been overestimated. 

I might point out, departing from the text, that I did not have an 
opportunity to read the report of the Commission until after this 
statement was prepared, but in the book Retirement Policy for Fed- 
eral Personnel, they estimated that there were 325,000 people, about 18 
percent of those on civil-service retirement that were over the age of 
55. Among those eligible for annuities over 55 years of age, only 10 
percent had 30 or more years of service. Now, the Commission esti- 
mates about a 100-percent increase in cost, and we submit, of course, 
that the numbers involved make that estimate look rather large. We 
will discuss that later on in discussing their estimates. 

I also want to point out that I have here a study of industrial 
retirement plans put out by the Bankers Trust Company of New 
York. This is a study that I received on Saturday. The letter ac- 
companying it said it was an advance copy. 
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I have been following this report for many, many years, and I was 
interested in observing that there is a tendency to permit retirement at 
an earlier age in industry and that, out of the plans that were surveyed 
here, 1 percent of the plans—that is not a very large number but 
significant since a couple of years ago there were not any—allow 
at the employee’s election, retirement at age 50 after a specified period 
of credited service; and and additional 1 percent allow retirement at 
age 50 without any service requirement. 

The CHatrman. S. 2875 places no age limitation on this 30-year 
retirement. 

Mr. Keratrinea. It has the 30-year provision, however. 

The Cuatrman. A young man stopped me the other day and said, 
“IT am very much interested in getting this 30-year retirement pro- 
vision regardless of age because I started in the Government at 16 
years of age and I would like to retire at age 46 after 30 years’ service.” 

Mr. Keating. There is a very, very small number that start at 
that early age. I think the figures report that, out of those past the 
age of 55, only 10 percent have qualified on the years of service; so 
that the percentage of those entering at an earlier age is very slight 
indeed. The average entrance age is somewhere around 30 or a little 
higher. 

The Cuarrman. I think it is 25 or 30. 

Mr. Keatine. I think it is closer to 30, Mr. Chairman. I don’t 
have an exact recent figure, but I have been reading those figures for 
many years and they have lifted the average requirement and the 
average has gone up. 

The Cuarman. Right now an employee may retire at 55 after 
30 years’ service by taking a 15 percent reduction for 5 years at 3 per- 
cent a year. Under this bil an employee having 30 years of service 
at 50 years of age who desired to retire would have what total reduc- 
tions ¢ 

Mr. Keatine. It would be 16.25 percent at age 50. 

The Cuarrman, All right. 

Mr. Kearrnec. We believe that an employee with 30 years of faith- 
ful service is entitled to some consideration on the basis of long, faith- 
ful service and feel that this provision is one of the basic features 
of S. 2875. 

One of the most important features, and I believe the most im- 
portant in the bill before you, is that it provides for the first time for 
an effective survivorship program. First, by providing for better 
annuities for the children of employees who die in the service. Under 
the present law the average monthly annuity to children is merely 
$18 per month. S. 2875 will provide $50 per month for each child, 
with a maximum limitation of $1,800 a year per family. It provides 

a maximum annuity of $60 per month per child where there are no 
surviving parents, with a maximum of $2,160 per year per family. 

The main requirement of a good survivorship peenoeen is a good 
program of annuities for surviving widows. Under the present law 
we have the unfortunate provision that requires the retiring employee 
to elect a sharply reduced annuity to provide an annuity for his wife 
in case of his death. We are told by Commission officials that, of these 
employees retiring who are entitled to make survivor selections, 1 out 
of every 3 fail to make such a selection. Those who fail to make the 
selection are generally those in the lower salary brackets where the 
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need is the greater. Referring to the 1955 report of the Commission, 
we come to the conclusion that perhaps the estimate of the Com- 
mission may be conservative. We find that, out of 28,997 employees 
who retired in 1954, 18,255 elected a single-life annuity and only 
10,742 elected a survivor’s benefit annuity. 

The Cuarrman. What would you do about that? Do you correct 
it-in this legislation ¢ 

Mr. Keatina. Yes, sir. We provide an automatic annuity. 

The Cuatrman. In other words, you jump the first $2,500? 

Mr. Keatine. The first $2,400 of annuity. It would protect the 
maximum annuity to the widow, which would be $1,200. 1 think that 
is the important figure. She would get 50 percent of the $2,400. 
That is the maximum amount. 

This is an alarming situation. In an economy where the greater 
majority of widows are protected by survivorship annuities or bene- 
fits, it is most shocking to discover that thousands of aged widows of 
civil-service employees are left without an income. We are convinced 
that to have a sound survivorship program, we must have an automatic 
survivorship program. S. 2875 provides such a program by exempt- 
ing the first $2,400 of annuity from any deduction. This provision is 
extremely modest. 

The Cuarrman. How much would that cost? 

Mr. Keatrne. Well, the Commission has a figure that I am going 
to dispute at some length later on. I would like to discuss that a little 
more fully when we reach it. 

The Cuarrman. It is 5 percent on $1,500 in the present law, and 10 
percent above ¢ 

Mr. Keating. That is right; 5 percent on the first $1,500 and 10 

ercent above that. The total survivorship cost last year was only 
$34,850,000. That is for widows and children and those who die in 
the service and those who die under this program. 

I would like to point out that the maximum annuity so provided 
for the widow is merely $100 per month. The widow’s annuity under 
the law is 50 percent of the employee’s annuity. If the employee’s 
computable annuity is $2,000, the widow will receive only $1,000 per 
year. The average annuity of all employees who retired in 1954 was 
merely $1,524 per year. If this provision had been in effect in 1954, 
the average annuity provided for widows would have been less than 
$762 per year. It would have been less because the average includes 
annuities above $2,400. If any change is contemplated in this pro- 
vision it should be made more liberal by increasing the $2,400 amount. 
As it stands.in S. 2875 it is indeed a very modest provision. This, in 
our opinion, is the most needed provision found in S. 2875. 

S. 2875 provides for a modest minimum for employees who retire 
on disability. In the letter-carrier service, because of the hard, severe 
nature of the work, exposure to the elements, and the constant pressure 
for increased production under which the employees work today, there 
are many disability retirements. We believe that an employee who 
wears out his heart, loses the strength of his limbs, or suffers perma- 
nent back injuries in the service of his Government, should be entitled 
to special consideration. The disability provision is moderate and 
reasonable. 

Whenever retirement legislation is before us we are confronted with 
the item of cost. There is a great deal of confusion in this area and I 
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would like to point out a few significant facts. First, I want to call 
your attention to the table taken from the annual report of the Civil 
Service Commission. I had it blown up so that it is easily readable. 

By consulting this table you will see that the employees have con- 
tributed a total of $4,989,927,747.20 while the total expenditures of the 
fund have been $4,160,814,949.29. Since 1921 the employees have 
contributed $829,112,797.91 more than the total cost of operating the 
civil service retirement program. The Government in the meantime 
has failed to contribute an amount matching the contributions of the 
employee, nor equal to the recommendations made by the Board of 
Actuaries. The following table shows the amount of appropriation 
recommended by the Board of Actuaries and the amount actually 
finally appropriated. 

You will note that from 1921 to 1955 the actuaries recommended 
appropriations totaling $6,529,337,252. The Government appropri- 
ated $3,396,298,559.57. This is the chief reason for the deficiency we 
hear so much about. 

(The table referred to follows :) 


Appropriations recommended by Board of Actuaries and appropriations actually 
made 


Appropriations} Appropriations 


Appropriations} Appropriations 
recommended actually made 


recommended | actually made 





Ds sanecnon $164, 000, 090 None || 1043.....-..---- $135, 710, 871 $106, 137, 575. 





00 

NE cso cnaete 20, 106, 229 $19, 950. 000. 00 | 1944... 413, 741, 513 175, 993, 037. 00 
tase oskos 20, 614, 844 20, 500, 000. 00 || 1945._._-.___- ; 455, 459, 044 195, 790, 875. 00 
Es sak cated 37, 616, 827 21, 000, 000.00 || 1946__--. 458, 578, 155 246, 220, 000. 00 
Sia aciath 38, 000, 000 21, 000, 000. 00 |} 1947__....____- 426, 638, 078 221, 293, 000. 00 

44, 500, 000 , 000. | 308, 058, 000 245, 530, 000. 00 

52, 053, 664 , 000. 362, 050, 000 226, 032, 000. 00 

: 69, 147, 654 , 000. 389, 132, 250 304, 580, 880. 64 

.| 72, 392, 000 | 40, 150,000.00 || 1951._..--.-_-. 349, 096, 800 307, 117, 455. 27 

x 74, 244, 417 46, 200, 000.00 || 1952_____- 381, 891, 108 312, 776, 021. 36 

86, 329, 509 | 73, 234, 760.00 || 1953__.___-- | 377, 760, 400 325, 304, 154. 10 

SE 90, 754, 142 | 75, 086, 760.00 || 1954..........._| 663, 956, 800 35, 303, 239. 17 
1940........-...} 100,911, 562 | 87, 171, 760.00 || 1955_....--- | 691, 066, 800 | 33, 678, 729. 94 
M8 6 ites coakail 105, 258, 278 91, 559, 110. 00 | (—— 
TE ainiceanchinee 140, 288,307 | 101, 761, 102. 00 || Total_....| 6, 529,337,252 | 3,396, 298, 559. 57 


Mr. Keatrne. You will note that the Government has failed to 
meet the recommended appropriations by $3,133,038,692.43. This 
has been brought about by failure of the Bureau of the Budget, the 
Commission, or the Congress to make proper recommendations or 
take proper action by reasons of budgetary convenience, differences 
of opinion, or some other reason. We were pleased with the section 
of House Report No. 1844, published on March 1, 1956, of this year, 
on the United States Civil Service Commission which ha to do with 
this problem. Briefly, the report prepared by Chairman Murray 
and members of this committee recommended, on page 58, that the 
Government cost be apportioned to payroll costs. In our opinion this 
was an excellent recommendation and I am most happy that it was 
included as a provision of S. 2875. Section 4 i that a sum 
matching the contribution of the employees shall be deposited directly 
with the fund by each department or agency. This provision will 
eliminate the budgetary convenience practice that has been in effect 
and it has our hearty endorsement. 
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I think it would be well to point out some vital factors that confront 
us when attempting to estimate the cost of a retirement: program. 
Addressing the Conference of Actuaries in Public Practice, Mr. Cecil 
P. Bronston, vice president of the Illinois National Bank & Trust 
Co. of Chicago made the following comment : 


I ran across Sir Winston Churchill’s statement of the most essential quali- 
fication of a politician. He said it is the ability to foretell what will happen to- 
morrow, next month, and next year—then to explain afterward why it did not 
happen. It seems to me that it is apropos for you gentlemen of the actuarial 
profession, except that you are in a more difficult spot than the average politician. 
To you, 1 year is a short-term forecast. However, you do have this dubious 
advantage. Life expectancies being what you say they are, you may not neces- 
sarily be here when the final explaining has to be done. 


In presenting their report on June 30, 1954, the board of actuaries 
offered the following comment : 


This report, which has been prepared as of June 30, 1954, is the 34th annual 
report of the board of actuaries. A regular valuation of the fund is long 
overdue. The last regular quinquennial valuation of the fund to be prepared 
under the supervision of the board of actuaries was made as of June 30, 1940, 
and the appropriations for collecting the necessary records.and making sub- 
sequent quinquennial valuations as called for under the law have not been avail- 
able. In connection with the work of the Committee on Retirement Policy for 
Federal Personnel, a valuation of the fund was prepared as of June 30, 1953, based 
on the records of a special 5 percent sample of all employees. _ Since the valua- 
tion so prepared is the latest valuation available, the board has summarized 
the results of this valuation in this report and has based thereon its recom- 
mendations regarding the annual appropriations payable by the Government. 


The board of actuaries estimated that the deficiency of the fund as 
of June 30, 1953, was $9,911 million. We are now told that the defi- 
ciency amounts to $13,435 million. 

Commenting on the condition of the civil-service retirement fund, 
the Committee on Retirement Policy for Federal Personnel made the 
following observation : 

The $5.6 billion of funds on hand at the end of the fiscal year 1953 is about 
twice as large as the $2.7 billion liability for paying benefits to currently retired 
employees and survivor beneficiaries. If there is added to the latter amount the 
total accumulated contributions (with interest) for employees in active service, 
the total is $5.9 billion, or somewhat more than the existing funds on hand. 

The civil service retirement system is percentagewise in better shape 
than any other Government fund. 

The following short table shows the percentage of normal payroll 
costs of the following various funds, the percentage contribution of 
the employees, and the unfunded liability : 


Percent Percent 
Fund Number of| Normal contrib- ayable Unfunded 
employees cost uted by y Gov- liability 


employee | ernment 


Percent 
Civil service retirement_................- 1, 660, 300 11.15 6.00 5.15 \$9, 911, 000, 000 
ET on cuccrknniuethe seceni 300 19. 72 None 19. 72 8, 500, 000 
Uniformed services......................- 3, 500, 000 9. 49 None 9. 49 |18, 000, 000, 000 
36, 000, 000 


EEL 1, 463 25. 00 5. 50 19. 50 


This table was secured from the committee that studied the retire- 
ment fund. The civil-service retirement have normal costs of 11.15 
percent.. The Government pays 5.15 percent. It includes 1,660,300 
employees. The unfunded liability is $9,911 million. 
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The Federal judiciary with only 300 employees have normal costs of 
19.72 percent. The Government pays all of it. They have unfunded 
liability of $8,500,000. 

The uniformed services with 3,500,000 people have costs of 9.49 per- 
cent payable by the Government. However, it is financed in a little 
different way with costs larger than that. They do have an unfunded 
lability of $18 billion. 

The Cuarman. What fund is that ? 

Mr. Kearine. I got ahead of myself. The normal costs are 9.49 
percent... They have an. unfunded liability of $18 billion. 

The Foreign Service has 1,463 employees. Their normal cost is 25 
percent. The employee contributes 5.5 percent, but actually most 
employees contribute only 5 percent. There is 19.5 percent payable 
by the Government and their unfunded liability is $36 million, so that 
comparatively the civil-service retirement fund is the best off of any 
Government fund. 

The Cuairman. There is an $18 billion unfunded liability ? 

Mr. Keatrne. That is the Armed Forces. What I meant to say there 
is that they do not attempt to operate the Armed Forces on a funded 
basis. 

The Cuairman. That is not a contributory system at all, is it? 

Mr. Kearine. No; it isnot. This estimate I quoted is from the Com- 
mittee of Actuaries who studied the retirement funds. If they were 
to establish an unfunded liability for the uniformed services it would 
be $18 million. You know how it is financed. It is through a sort of 
payroll cost. That is the reason, in my opinion, why the normal cost is 
as low as it is, where they pay 21% percent of payroll. If it was handled 
in a little different way, the normal cost, it seems to me, would be much 
higher than that. 

‘Undoubtedly the most difficult thing about retirement legislation is 
placing fiscal problems in terms that can be understood in the same 
sense by all. When the original S. 2875 was before the Senate com- 
mittee the Civil Service Commission sent up a cost estimate purport- 
ing to show that the bill would cost $466 inion per year. Either we 
have a typographical error there or I read so many high estimates by 
the Commission that I started to overestimate a little heavily myself; 
but there are 3 extra digits on the $10 million and on the $466 million. 

The Cuarrman. Is that in the report of the Commission ? 

Mr. Keating. No; the mistake is here in my statement. 

The Commission did not, however, state in what year that cost would 
be effective. In a letter to the committee they stated that the first 
year’s cost would be $10 billion and that it would be 40 years before it 
would cost $466 billion. In other words, the costs won’t occur for 40 
years providing the projection and estimates are correct. 

In analyzing the costs I found that when it came to estimating the 
cost of the improvement the Commission apparently used a payroll 
cost of $20 billion, but when it came to estimating the amount of 
revenue that would be secured from the increased deduction they used 
a payroll cost of $9 billion, which is the present payroll cost. I will 
point that out in detail subsequently. When it came to costs they 
projected at a great rate, but when it came to revenue they projected 
not. at, all. 

What I am trying to point out is that all of these costs at the very 
best are estimates. 
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The Crarmman. Mr. Davis. 

Mr. Davis. I note that you state that in estimating the cost of im- 
provements the Commission apparently used a payroll cost of $20 
billion. In what year was it estimated that the payroll costs would 
be $20 billion ? 

Mr. Keatine. Evidently 40 years from now. The present payroll 
is $9 billion. I don’t know on what they base their assumption. A 
little later I am going to take that cost item and run it down with you, 
and: I will point out how that is shown. 

Actuarial seierice’is on exact science. In part 4 of the “Retirement 
Policy for Federal Personnel” the following statement is found: 


Long-range actuarial cost estimates or valuations, regardless of how presented 
or how developed, cannot be precise no matter how accurately they may be 
performed. 

House Report 1698 on the Social Security Amendments of 1954 
carried two estimates of the future costs of social security in the year 
2020. On the basis of low-cost assumptions, the estimate amounted 
to 7.45 percent of payroll; on the basis of high-cost assumptions, it 
amounted to 11.46 percent of the payroll. Here are the same people 
that figure the same thing and come out 4 percent different depending 
on what assumptions they make. 

I want to reiterate that the estimated actuarial cost is approximate 
at best. Mr. R. R. Reagh, one of the Government actuaries, pointed 
out to the House committee in 1948 that actuaries are by nature con- 
servative in their estimates. Mr. Rees at that time was chairman when 
Mr. Reagh made that statement. Since the fund was inaugurated in 
1921, the Board of Actuaries have complained that they do not have 
adequate records on which to base their estimates. The Board of 
Actuaries have made 34 reports and 34 times they have made this 
observation. I am making this comment only because no conclusion 
can be better than the facts on which it is based. 

In the valuation presented to Congress in 1955, the Board of Ac- 
tuaries set the normal cost of the fund at 8.78 percent of the payroll— 
6 percent payable by the employees and 2.78 percent payable by the 
Government. The Board of Actuaries in their valuation presented 
Congress this year set the normal cost of the fund at 11.15 percent of 
the payroll—6 percent payable by the employees and 5.15 percent 
payable by the Government. I am interested, however, in observing 
that the Commission in a report sent up on this bill estimated the 
normal cost to the Government at 4.92 percent rather than 5.15 percent. 
This increase in the normal cost was due to a change made in the 
interest assumption from 4 percent to 3 percent. Of course, they base 
the earnings in a fund on a certain rate of interest. When they base 
them ori 4 percent interest assumption, they figured that the normal 
cost to the Government was 2.78 percent. When they based them on 
a 3 percent assumption the cost went up to 5.15 percent. 

hen the Langer-Chavez-Stevenson bill was before Congress in 
1948, the Board of Actuaries estimated that the cost of the bill would 
be 12.92 percent of the payroll—6 percent payable by the employees, 
6.92 percent payable by the Government. ‘This was on the basis of a 4 
percent interest assumption, so you can readily see that they overesti- 
mated the cost by a difference between 12.92 percent and 8.78 percent, 
or by 4.14 percent of the payroll. 
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I could cite many instances pointing out the fact that the actuaries 
have always overestimated costs. I mean always. You can go. back 
to every piece of legislation passed by this Congress and take the esti- 
mated cost and test it with the experience, and the cost has always 
been overestimated. I don’t know of a single instance where this is 
not true. 

I have studied their estimates from the time the civil service retire- 
ment system was first established, and their estimates of costs have 
always been much higher than the actual cost. The cost of improve- 
ments that have been made in the retirement law have been borne 
chiefly by the employees. The percentage of payroll of normal retire- 
mnt costs in 1942 was 5.36 percent—that is the Government cost—in 
1954 it was 5.15 percent. This experience was contrary to all pre- 
dictions of the actuaries. We believe that the Commission has greatly 
overestimated the cost of S. 2875. 

The Cuarrman. What do you estimate the cost of S. 2875 to be? 

Mr. Keatina. Well, I will tell you when I go into it. I will give 
you an estimate on that. It is at least 50 percent less than what the 
Commission estimates. I think probably it is even a little less than 
that. 

The Cuatrman. Mr. Davis. 

Mr. Davis. Mr. Keating, in the last couple of sentences in your last 
paragraph, you say: 

The percentage of payroll of normal retirement costs in 1942 was 5.36 percent 
percent ; in 1954 it was 5.15 percent. 

What does that normal retirement cost include so that you make up 
the percentage 5.36 percent and 5.15 percent ? 

Mr. Keatina. This is the amount payable by the Government. The 
normal cost represents the cost if you started the retirement fund 
today without any existing obligations, if you took care of the service 
as you went along. The normal cost represents the benefits that have 
been earned by the employees presently employed, plus the present 
value ‘of*future benefits of those already retired. 

Mr. Davis. Does this percentage mean, and is it arrived at by, tak- 
ing the amount that is paid out and figuring the percentage of the 
payroll costs ? 

r. Keatina. No, it is a project figure. 

Mr. Davis. That is what 1 wanted to get. What is included in it? 
What do you project? 

Mr. Keatinea. Well, it includes the cost of the benefits earned. It 
is a projected cost, of course. It is not the amount that they paid out. 
It has:nothing to do with that. It is the cost of benefits that are 
earned by active employees under the fund, plus the present value of 
future benefits for those on the annuity rolls. 

Mr. Davis. That is supposed to keep it solvent, then, on into the 
future? 

Mr. Keatine. Well, yes. The committee that studied the fund 
recommended that a sound financial program would be to collect 
enough to pay the normal costs plus interest on the accumulated obli- 
gation. Now, the reason for that is that the interest in the deficiency 
would keep the deficiency exactly at a level. It would not increase. 
Now, the deficiency, of course, has been brought about by credit for 
past services and many other items. 
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Mr. Davis. How do you account for this variance between the 2 
figures in the 2 years? 

‘Mr. Keatrnc. The employees pay 1 percent more. This is the Gov- 
ernment cost. The employees were paying in 1942 5 percent and 
are now paying 6 percent. 

Mr. Davis. That is the reason for this reduction ? 

Mr. Keattne. The Retirement Act has been liberalized, but the point 
I am making is that the employees have more than paid for the lib- 
eralization. It was predicted at the time that it would cost the Gov- 
ernment considerable money when the Langer-Chavez-Stevenson bill 
was passed, and it has been borne out that it did not cost them anything. 

Mr. Ceprerserc. May I ask a question ¢ 

The CHamman. Yes. 

Mr. Crverserc. You stated that you studied the civil-service re- 
tirement system since it was first established and that the costs have 
been overestimated. 

Mr. Keatine. That is right. 

Mr. CrperserG. Do you have any idea of what the average per- 
centage of overestimate was? 

Mr. Keatrne. It ran pretty close to 4 percent of payroll, from 2 to 
4 percent of payroll. I don’t know of any less than 2 and many higher 
than 4 percent. 

Mr. Ceperserc. How much do you feel that this proposal was over- 
estimated # 

Mr. Keatrne. Oh, 100 percent easily. 

Mr. Ceprrserc. In other words, this one is overestimated by 100 
percent ? 

Mr. Keating. I think this is overestimated 100 percent in this esti- 
mate sent by the Commission. I will try to demonstrate that a little 
later. 

Mr. Ceperserc. I was trying to get a conclusion as to why this would 
be overestimated 100 percent, while on an average in the past they 
have only been overestimated 4 percent. 

Mr. Keatine. I am talking about percentage of payroll and cost. 
The percentage of payroll, according to the Commission figures, is 
that this would cost 15 percent, I think, of the payroll. 

Mr. Ceperser. How much do you estimate it will cost ? 

Mr. Keatrnea. I think that the cost will be around 13 to 13.5 percent 
of the payroll. 

Mr. Creperserc. Actually their estimate is within 2 percent this time. 

Mr. Keatine. Yes. 

Mr. Ceprerserc. That is something that I wanted to get into the 
record. 

Mr. Corserr. Mr. Chairman. 

The Cuarrman. Mr. Corbett. 

Mr. Keratine. They were 33 percent high in this previous estimate. 
You are using a little different term when you discuss percentage of 
cost compared to percentage of payroll. 

Mr. Corserr. | just wanted to reemphasize or reclarify two points 
that you have made. One is that up until the present date the em- 
ployees’ payments into the retirement fund have been greater than 
the expenditures from the fund without exception. 

Mr. Keatrne. That is right. 
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Mr. Corsetr. No. 2, your statement is to the effect that the total 
dollar cost of this bill has been overestimated 100 percent, but that 
the percentage of payroll is an overestimated figure of about 2 per- 
cent ; is that correct ? 

Mr. Keating. That is right. 

Mr. Corserr. Thank you. 

Mr. Jonansen. Mr. Chairman. 

The Carman. Mr. Johansen. 

Mr. JoHaNnseN. May I ask a question and thereby betray a great 
deal of ignorance? I have always held the belief, on the basis of 
what I knew or thought I knew, that this position taken in your 
statement was sound: to wit, that the Government share of the fund 
ought to be kept up as recommended by the actuaries. I wondered 
lately, in view of some arguments I heard and, if I recall correctly, 
Congressman John Phillips within the last year or so advanced the 
view that, as long as we are engaged in deficit financing, we borrow the 
money and pay interest on it to put it in this fund; and then apparent- 
ly loan that money back to the Government and pay interest. I 
wonder just what profit there is in the operation and I say that in 
spite of the fact that I have always adhered to the, I thought, con- 
servative view that we ought to keep the money in the fund. 

Mr. Keatine. You are bringing up one of the most unresolved and 
most controversial subjects there is when you come to the funding of 
retirement funds, particularly for the Federal Government. I think 
you have the same controversy when you are discussing any Govern- 
ment entity, whether it is a State or municipality or any group where 
they have taxing power. Basically on private plans, it is generally 
felt that you should have a fully funded program. 

Mr. JouHansENn. I can see that. 

Mr. Keatinc. Which means that you would have money enough 
in the fund at all times to pay all the existing obligations and to 
operate the fund until on is paid off. Now, there is another 
school of thought that is entirely opposite, and that is that you have a 
pay-as-you-go plan, which means that you wouldn’t keep any reserve. 
You have the same controversy when you come to social security. 

Now, the third plan—and it is the plan we favor—is a sort of a 
middle-of-the-road program where you have substantial reserves so 
as to protect the benefits. We subscribe to the recommendations that 
were made by the committee that studied the Federal retirement plans 
that a good program or the best program would be one that would 
provide enough money to pay the normal costs and pay interest on 
the deficiency so that it would remain constant. 

The Cuatmrman. That is called normal-plus-interest. 

Mr. Keat1nc. Normal-plus-interest. We subscribe to that theory. 
We think that is a sound proposal. 

Mr. JoHANSEN. May I ask one question, and I do it not contentiously 
but for information. If we should reach the happy state that the 
Federal Government quit borrowing money, what would be done with 
the Federal Government’s share of this fund? Would it just sit 
somewhere? Would it yield any interest? 

Mr. Keatine. Of course, frankly, the Government can only invest 
in its own obligations. 

Mr. JOHANSEN. My question is if that state were reached, then what 

would the Government do with its own funds? 
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Mr. Keatrna. I think, Mr. Johansen, you would qualify for an 
actuary in figuring that that might ever happen. You are projecting 
yourself way in the future. But, if it did happen, there isn’t much 
that they could do. They would have to probably collect less taxes 
and use the retirement fund. 

Mr. Cornett. Why could they not retire bonds? 

Mr. Keatrno. They could retire bonds. ‘They could eliminate their 
debt. They could retire bonds, but, with the present Government 
operation, of course, all of that money is needed in Government opera- 
tion. The only place we have that the Government can invest it is 
with themselves. They could conceivably, if they went out and 
invested the money that the Government has in private industry, 
break industry. : ; 

Mr. JouANseNn. I suppose we could meet the problem by increasing 
foreign-aid perhaps. 

Mr. Keatina. Well, I don’t know. The House isn’t very enthusi- 
astic about that. 

Mr. Gross. Amen. 

Mr. Keatine. I want to discuss this one other point here. S. 2875 as 
reported by the committee provided for 314 percent interest return on 
money invested. By order of the Secretary of the Treasury, the in- 
terest paid on money in the fund had been reduced from 4 to 3 percent. 
This was realistic at the time. The rate on insurance investments 
(in 1947) after expenses and after taxes was 2.92 percent. I secured 
a list of interest earnings on retirement trust funds serviced by one of 
our major investment companies, including the Chase National Bank 
and Merrill Lynch, Pierce, Fenner & Beane, and a few samples will 
illustrate how interest earnings have increased. The current yields 
were 3.53 percent, 3.19 percent, 3.34 percent, 3.59 percent, 3.69 percent 
and 3.45 percent. 

Private funds and insurance funds benefit from the appreciation of 
the capital value of their holdings; Government funds not so. Gov- 
ernment investments, of course, do not gain anything from apprecia- 
tion. The Government does not have the opportunity afforded pension 
trusts of investing in high interest rate securities. For that reason, I 
would like to suggest to the committee that you give consideration to 
restoring the interest rate on retirement funds to 314 percent. 

The CHatrman. You mean that the Government would pay that 
much ¢ 

Mr. Keratrne. Yes. 

The CHarman. How much would be brought in by that increase 
of one-half percent ? 

Mr. Keatine. The Retirement Fund received $234 million last year 
on a3 percent basis. It would be roughly around $40 million but the 
estimate of the Commission is way high on that. I don’t know how 
they figured that out. 

Mr. Rees. What is the average of Government bonds? 

Mr. Keattne. The average of the entire Federal debt is approxi- 
mately 2.5455 at the present time. However, on marketable items, it 
is about 3 percent. We think that our pension trust should have the 
same advantages of other pension trusts. We paid 4 percent for many 
years. 

Now, to show that change in the interest rate on this unfunded 
liability, where you project these costs into infinity it builds the 
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deficit up from about $9 billion to $13 billion, and, of course, those are 
ersatz figures, in my opinion, because they don’t mean anything; but 
it is that interest rate which is the main factor in building up that so- 
called debt to that extent. 

Mr. Rees. Under your contention, then, the Government would pay 
this fund more than they paid on their own securities? 

Mr. Keatrne. Certainly more, yes. 

The Cuarrman. They pay less than 3 percent today. 

Mr. Keatrine. Well, on the unmarketable items it runs about, what 
did I say, 2.5455. 

Mr. Rees. I think it is around 2.5. 

Mr. Keattne. 2.5455 on May 31, and 3 percent on marketable items. 
We certainly ought to enjoy the advantage that marketable items 
enjoy. I think we ought to enjoy the same benefits that other pension 
trusts do. 

The Cuarrman. They are paying 3 percent today, are they? 

Mr. Keatrnc. Three percent now. They used to pay 4 percent up 
to, was it, 1953? I think the Secretary of the Treasury cut it down. 

It is our honest, heartfelt opinion that the best interest of the Gov- 
ernment as an employer and the employee as a human being, con- 
fronted with the many problems in our modern complex life, will be 
served by the passage of S. 2875. We believe that Congress is the 
one body who can intelligently produce a proper retirement law. 

There are social and economic problems that must be considered 
in determining proper policies for financing Government retirement 
plans that transcend the sphere of actuaries. The social and eco- 
nomic phase of the problems involved are too vast to be ignored. The 
Congress, connate of men from all walks of life, composed of men 
who are actuated by a desire for social service and men who are close 
to the problems of the average man is in a much better position to 
judge the requirements of the situation. Members of Congress are 
far more qualified to determine the social and economic waste that 
can come from an inadequate or improper program of retirement. 

I did not get to read this until after I had made my statement, 
but I want to briefly refer to the report that was sent up by the Com- 
mission, particularly to the summary that is found on the second 
last page, the exhibit showing the costs of the plan. The Commission 
makes certain recommendations. 

Number one, they suggest that the 2 percent be reduced to 134 
percent. The immediate effect of reducing the 2 percent to 134 per- 
cent would be to deny benefits for all of the employees, deny any in- 
crease to all employees who receive less than $3,330 a year. 

Mr. Rees. What is the answer to the testimony of the man who 
represents the postmasters when he says that, under this bill, those 
that receive $2,500 or less really do not benefit. 

Mr. Keattnea. I could suggest a very good amendment to that 1 
percent plus 25 as an alternative program and make it 1 percent 
plus 30. That would take care of those on the lower level. 

Mr. Gupser. Would you say that again, Mr. Keating? 

Mr. Keatina. The present formula is 1 percent plus 25, multiplied 
by years of service. If you change that to 1 percent plus 30, it would 
give those under $2,500 an increase, but the Commission’s suggestion 
denies increases to those up to $3,300 and follows what seems to have 
developed to be a program of the administration to build things up 
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for the fellows in the big salaries. When you get away from the 2 
percent and you raise the salary of those who don’t receive anything 
up to $3,330, you are giving the large bulk of the employees a very 
small increase. Ninety-eight percent of postal employees who retire 
on salaries less than $4,900. Ninety-eight percent of them do. They 
avould get a very small increase amounting to about 7 percent from 
this bill, but those in the higher pay levels would get 1124 percent. 

I want to point out some of what I think are very grave inconsist- 
encies in the cost estimates. You have this chart that shows the 
costs last year. The total cost of payments to all retired employees 
last year was $310,280,639.20. However, you take the increases shown 
in the report, the increased retirement after 30 years’ service of $51 
million and immediate annuities of $5 million—that is $56 million— 
plus the liberalized annuity computation formula of $240 million and 
that gives you $296 million plus your minimum annuity benefit you 
get $313 million there. Those items are all included in the $310 mil- 
lion, and we are expected to believe that the small increases provided 
for in this bill will more than double the costs of the payments to 
annuitants. The estimate on the face of it is ridiculous. They show 
the increases to be $313 million, and last year the total payment to 
all retired employees was only $310 million. 

The Cuarrman. Where do you get that figure of $313 million? 

Mr. Kratine. You add the first four items. They total $313 
million. 

The Cuarrman. Do you skip the first item of 51 million based on 
retirement after 30 years of service, regardless of age ? 

Mr. Keating. That is assumed that the present payment to those 
who retire at age 55 is much smaller than that. Apparently they have 
assumed that everybody will take advantage of it and retire. Now, 
there are 1,659 people that retired on that basis. 

Mr. Corserr. Is it not generally true in all pension plans that 
something considerably less than 50 percent of the people retire when 
they become eligible to retire ? 

Mr. Keating. Well, that is true. 

Mr. Corsert. Then this figure, if it is estimated on the basis of 100 
percent retirement, is at least 50 percent too high ? 

Mr. Kratine. It is bound to be estimated on 100 percent. 

I am going to make one other observation. The only conclusion 
that we come to when we read the high costs, and I have been told 
informally, not directly, that in estimating the costs they used a $20 
billion payroll figure. I can’t see how they could have reached figures 
as high as they are any other way. 

When you get here there is evidence that they are projected. 

For example, on the Senate report they show that changing the 
interest rate from 3 to 314 percent costs $117,000. 

The Cuamman. Do you mean $117 million? 

Mr. Keatrne. $117 million. I told you that I have trouble with 
my millions and billions. I have never seen either one of them. 

Last year the interest payment was only $234 million. Now, that 
would mean a 50-percent increase. It should be $38 million rather 
than $117 million. That is evidence, of course, that it is projected 
way in the future. 

inn in the larger refunds they figure the larger refunds due to 
the 1 percent additional to be $20 million when actually the total 
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refunds last year were $82,655,000. One percent should mean $11,- 
800,000, but their estimate is $20 million. 

When you get down to the added income from the employees’ con- 
tribution it is $90 million which is 1 percent of the present payroll. 
They project the costs on the basis of an increased payroll, but they 


don’t project the income on the basis of an increased payroll, so that 

ou have a distorted result. The projection, assumption, and imag- 
ination department worked up the other figures but, when they came 
to the income, it was worked up evidently in the payroll department. 

Mr. JoHansen. Mr. Chairman. 

The CHarrMan. Yes, sir. 

Mr. Jouansen. May I ask a question? I want to be very clear in 
my own mind and very clear on the record. 

Did I understand you to say, Mr. Keating, that it was your conclu- 
sion that the administration was deliberately devising a plan designed 
to help the high-salaried employee disproportionately above the low? 

Mr. Keatrnc. That is exactly what it does, Mr. Johansen. 

Mr. JowHansen. I should like to just say for the record at this 

oint that to me that is the guts of one of the issues we face here. Now, 
if it is true, I want to know it. I want to put you on notice that I 
want full evidence to support that charge. I want to put the repre- 
sentatives of the Civil Service Commission on notice that I am going 
to expect them to produce any evidence they have to refute the charge 
because that statement, it seems to me, opens the door—and I am not 
accusing—to a possible political motivation in the arguments pre- 
sented to this committee, and I would like to have the facts with com- 
plete fairness to you and with complete fairness to the Civil Service 
Commission. 

I just want the record to show that I caught the allegation, and I 
expect to see it either proved or disproved. 

r. Kearrne. I want to make a little further statement on that. 
In the industrial retirement plans that are being devised, we have 
studied them for a long atoll of time, and many of these are loaded 
to provide very large annuities for those high-salaried people. Some 
of them have maximum retirement plans of $40,000 a year. 

The Cuamman. You are talking about private retirement, of course? 

Mr. Keatrne. I am talking about the private plans. There has 
been a tendency to load the higher annuities in the staff plans. Now, 
to get back to our own retirement system, we make the charge that this 
is unfavorable to the lower salaried people because the most important 
thing to the person of a modest salary that is in S. 2875 is the provision 
that is an insurance to the employee that his widow is going to get an 
automatic annuity, and the people who are not getting it today are 
the people of low salary who are retiring with $75 a month, and they 
cannot afford to get that annuity cut to provide for their widows; so 
that those are the women that are not being provided for. That is 
taken out of the bill. 

The Cuarman. Of course, retirement annuities are increasing year 
by year. We have not reached the peak. When do you think we 
will reach the peak of retirement ? 

Mr. Keatine. Well, it is difficult to say, Mr. Chairman. 

The Cuarran. As you know, the employee payroll began pyramid- 
ing up and up about the time of World War II. What was it in about 
1940? 
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Mr. Keatine. We got the first pay raise in 25 years in 1945. 

The Cuarman. I am talking about the number of employees in 
our Government. 

Mr. Kerarine. Mr. Chairman, I have a chart that I think shows you 
exactly what has happened with payrolls. In 1945 it really went up. 
On this chart the black figure represents the permanent employees. 
The shaded figure represents the temporary employees. It reached 
its peak in 1944. 

The CHarrman. What was it in 1940? Give us the number of 
employees in 1940. 

Mr. Keatine. In 1940-—— 

The Cuairman. Then give us the number in 1945. 

Mr. Keatine. In 1940 there were 1 million employees. 

The CuHarrman. How many were there in 1945? 

Mr. Keatina. In 1945 it had reached 3,700,000. Now, a good many 
of them were temporaries. That shaded figure represents temporary 
employees. That is the history of it. A good many of them, Mr. 
Chairman, went out and have not qualified for retirement benefits. 

The Cuatrman. How many employees are there today? 

Mr. Keattne. There are under the retirement plan about 1,800,- 
000. Last year it was 1,600,000 some, but I think they figure close to 
1,800,000 today. 

The Cuairman. So that the great load on the retirement system will 
start about 1975; am I correct ? 

Mr. Keatine. That is about right; about 30 years after the peak. 
That will be 1974 or 1975. However, there are a lot of people that 
have gone out. Most of those people obviously have not stayed in. 
A large percentage of them have not stayed in, so that some of them 
have not qualified. A great many have not qualified. If you had a 
matching provision, the fact that you blew up your payrolls like that 
and then did not qualify, that would have helped the fund consider- 
ably because you would have your Government contribution to go on. 

Mr. Corsetrr. Might I interrupt to point out from your other chart 
that in 1946 payments of refunds had jumped from $72 million to 
$196 million? The next year they were $192 million, and by 1949 they 
had dropped to $68 million, showing that a lot of those folks that 
were in the retirement plan came out right at that time. 

Mr. Ceperserc. Could I ask a question, Mr. Chairman? I would 
like to get a hypothetical example as to just what S. 2875 would do 
for the individual. Assume that one of the members of your organi- 
zation was drawing $4,500. Assume that he applies the provision to 
this bill. He has worked for 30 years. On how much wil he be able 
to retire? 

Mr. Keatinea. If he is drawing $4,500? 

The CuatmrMan. The 5 highest years. 

Mr. Keating. You mean today or under the new law? 

Mr. Crperserc. Under the new bill. 

Mr. Kratrne. $4,500. He worked for 30 years. He would get 
$2,700. 

Mr. Cepersere. $2,700. Under the new bill he would pay in 7 per- 
cent ? 

Mr. Keatinc. He would pay in 7 percent. 
Mr. Ceperserc. How much would he pay in during the 30 years? 
Mr. Keatine. $4,500. He would pay in $9,350. 
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Mr. Broyui.. I have $9,450, but I may be wrong. 
Mr. Kearine. Maybe I am wrong. 

Mr. Broyumu.. The average life expectancy of a man, I understand, 
if he retires, and this is completely hypothetical, if he had started 
with the organization at 20 years of age he could retire then under the 
provisions of this bill at age 50; is that correct? 

Mr. Keatrnc. That is right, but his annuity would be reduced by 
1614 percent. 

Mr. Broyutxt. If he retired at age 50? 

Mr. Keartine. That is right. 

Mr. Broyuiwty. Then his annuity would be reduced from $2,700 
down to approximately, I do not have the figures here, approximately 
$2,100 2 

Mr. Keatrnc. Roughly that. 

Mr. Broyui.y. Just as a rough figure? 

Mr. Keatinea. Yes. 

Mr. Brorniii. The average life expectancy, as I understand it, for 
a male aged 50 is an additional 23 years to 73 ? 

Mr. Keatine. That is the table as I see it. I think that is correct. 

Mr. Brorui, If he lived 23 years and he received $2,100 a year, 
he would receive from the fund approximately $48,400 and he would 
have paid in $9,350 and if the Government had matched that alike, it 
would be roughly $18,800? 

Mr. Keartna. Yes. 

Mr. Broyni.. Of course, we are not including interest there, I 
realize that. So that that individual would draw out at least 21% 
times as much as he put in. 

Mr. Keatine. That is a very favorable case. Of course, there would 
be others who would not be. 

Mr. Broyuu. I realize that. 

Mr. Corsert. If his annuity were $2,100, his life expectancy would 
probably be reduced. 

Mr. Broyumu. That would probably be true. 

Mr. Rees. Do I understand that you endorse the provisions of this 
bill that you have just described ? 

Mr. Keating. Yes, sir. 

Mr. Rees. As itis? 

Mr. Keatine. I could add a few nice amendments, Mr. Rees. 

Mr. Rees. Following your written statement. 

Mr. Keatine. We suggested that you raise it 2 percent all the way. 

Mr. Rees. Pardon. 

Mr. Keatine. I would like that amendment in connection with 
the point you discussed to take care of those who get less than $2,500. 
I think certainly an amendment like that should be considered to 
make 1 percent plus, $30. 

Mr. Rees. But you do not propose it in your statement. 

Mr. Keating. I am suggesting it now. As a matter of fact, most 
of the people who are getting less than $2,500 a year are found in 
fourth-class post offices, and that is the group Mr. Gravitt represents. 
We agree that something should be done for them. 

Mr. Rees. But you seem to advocate in these other proposals 
that the man that draws the most money is getting a much better 
deal. That is the thing you are doing right in this bill, is it not, 
really ? 
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Mr. Keatinc. No. You are giving the little man a substantial 
break with that survivorship benefit. 

Mr. Rees. On account of your survivorship, otherwise you do not 
give him much of a break ? 

Mr. Keatinc. Well, yes. The majority of the employees, the way 
the salaries run, he would get a break. They run four to five thousand 
dollars. 

Mr. Rers. The one that gets the bigger salary is the one, according 
to your statement or the way I figure out here, who does get a much 
better deal than the little fellow. Is there some way to equalize it? 

Mr. Kratine. Percentagewise, Mr. Rees, after you get up to a certain 
point, no; percentagewise it is about the same after $2,500. 

Mr. Ress. I was just trying to follow your complaint through, in- 
dicating that the man who gets the big money gets the better deal. 
I wonder if you could figure « out a way to equalize this thing. 

Mr. Kratine. I did not figure out a way to cut the big fellow down 
but I would suggest building the little fellow up. 

Mr. JonaNseN. What was that 4 

Mr. Kratine. One percent, > plus’ $30, rather than 2 

Mr. Davis. Increased what ? 

Mr. Kerartna. It would be multiplied by the number of years of 
service. 

Mr. Broyuitz. Mr. Chairman ? 

The Cuarrman. Mr. Broyhill. 

Mr. Broyniti. Mr. Keating, what is the position of your organi- 
zation about increasing the contributions from 6 to 7 percent? 

Mr. Keatinc. We are agreeable to that. 

We notice that the Commission says it should not go above 6 percent. 
However, we have had this matter before us and we feel that the 
benefits provided in the bill justify that increase. It was not our 
suggestion but we would go along with it. 

Mr. Broyury. I have had a “lot of expression of objections to in- 
creasing that, particularly in view of the fact that withholding tax 

is SO high, there is an insurance holdback in an employee’s salary, and 

increasing this from 6 to 7 percent will further reduce his take-home 
pay. It is particularly true with the $2,500 employee who, under the 
provisions of this bill, will receive no increase in annuity. 

Mr. Keatrne. We have had very little complaint on that. 

Mr. Broyrniu. I would like to say, of course, I am in favor of the 
provisions of this bill; in fact, I think they s hould be made even more 
liberal, certainly with what Members of Congress and members of 
the legisl: itive receive, but I am wondering if the Federal employees 
would not be w illing, in trying to work out an area of compromise in 
this bill, to take even a lesser benefit to keep that payment at 6 percent 
if we have to do so. 

Mr. Kratrnc. Let us put it this way: 

If the members of our organization have to choose between the 
Commissioner’s recommendation and 6 percent and S. 2875 and 7 per- 
cent, they would vote for S. 2875. 

Mr. Broruiu. If they were in favor of the bill now before us, could 
we reduce that benefit to 90 million to keep that at 6 percent? 
Again, I do not see how we could increase the contribution to 7 per- 
cent for the $ $2,500 employee, because the only benefit he is going to 
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receive is a slight increase in survivorship benefit and that 30-year 
retirement. He is not getting a nickel more for his annuity. 

Mr. Keatrna. In respect to that question, in 1921, when the retire- 
ment system was established, our organization had been working for 
it since 1889. Finally, when it was established in 1920, there was a 
good deal of controversy over the type of plan that they would have, 
whether contributory or noncontributory. ‘The employees agreed to 
a contributory plan and the unwritten understanding was that the 
Government would continue matching funds with the employee. This 
they have never done. 

I note in the report to the Commission that they suggest they should 
match the contributions of the employees as far as normal costs are 
concerned and, after all, the normal costs are the only things you can 
hold against the employee. 

There is talk now in a treaty that is being worked out, there is legis- 
lation I believe before this committee to include the Panamanian citi- 
zens in the civil service retirement fund. We do not think that the 
letter carriers should be charged for any deficiency that occurs because 
of the State Department wanting to include the Panamanians in the 
civil service retirement fund. 

I am not stating whether it is a good or bad thing but we do not 
think it is a legitimate charge against the fund. We think that the 
normal costs should be even. Now, they have not been even. 

The Cuatrman. How much does the Government contribute and 
how much does the employee contribute ? 

Mr. Keattne. Well, the actual contribution—— 

The Cuarrman. Total contributions of each. 

Mr. Keatina. Total contribution of the Government is $3,396,298,- 
559 to employees $4,989,927,747. 

The Cuairman. If the Government had matched the contributions 
of the employees, there would still be this great unfunded liability ? 

Mr. Keatine. It would not be quite as much if they had matched 
it right along but the unfunded liability, Mr. Chairman, is brought 
along by such things as I mentioned, as taking in the Panamanian 
citizens. 

The Cuarrman. We have not taken in the Panamanian citizens. 

Mr. Keatrne. They are talking about it. 

The Cuarman. It has to be approved by Congress. 

Mr. Rees. Do these organizations which you represent oppose the 
Panamanians coming in? I notice you said you represent this coun- 
cil of the AFL and the CIO. I thought they wanted them in here. 

Mr. Keatine. Frankly, we are disturbed, and I do not think it 
should be a worldwide retirement plan. The activities around the 
world being what they are, if we take in the Panamanians, Lord 
knows who we will take in next. 

Mr. Gross. The Italian Government voted their Government em- 
ployees, I believe, 12 percent increase in salary with no money in their 
treasury, and I have no doubt that we will pick up the check for that, 
so what is the difference? We will be picking up their retirement 
fund, too, will we not, in part? 

The Cuarman. I am inclined to agree that we should not take 
outsiders like the Panamanians into the retirement 

Mr. Rees. I do not think we should either. 

Mr. Keattne. It looks like we are going far afield. 
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Mr. Jouansen. Mr. Chairman ? 
The Cuatrman. Mr. Johansen. 
Mr. Jonansen. I wonder if I could ask Mr. Keating, not now but 
for the record later, projecting Mr. Cederberg’s question a little fur- 
ther, whether you could supply the need for a hypothetical employee 
with 30 years’ service earning $2,500, $4,500, and $9,000 and what their 
retirement would be as it stands now, what it would be under the 
Senate bill, and what it would be under the Commission’s proposal. 

Mr. Keatine. I would be happy to. 

Mr. JoHansEn. I want to point out that, with respect to this allega- 
tion that we are trying to favor the higher salary folks, I am not in 
favor of that. I am not going to be jockeyed into a position of being 
a party to that. 

Mr. Keatrne. I will also show you what the survivorship benefits 
will be. 

Mr. JoHANsEN. Fine. 

(The information referred to follows:) 

The proposals made by the Civil Service Commission to amend S. 2875 result 
in proportionately smaller increases for those in the lower pay levels. Under 
present law, the formula is devised to give better annuities to lower paid em- 


ployees. Under the present formula, the precentage increase is greater in the 
lower pay levels. The following table illustrates: 
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1 Limit 80 percent of saiary. 


The above table shows clearly that the vast bulk of the employees are discrimi- 
nated against by the net increase under the Commission proposal. The minimum 
benefit results in the extremely low-paid positions, which are chiefly found in 
fourth-class post offices, receiving the same annuity. To remedy this, we have 
suggested a new minimum formula of 1 percent of salary plus $30. 

However, the Commission proposal discriminates against the vast bulk of 
the employees who are found in salary ranges running from $3,500 to $4,600 or 
$4,700. Approximately 80 percent of the employess are found in this range. 

For example, and employee getting $3,500 would receive a percentage increase 
per year of 0.04; at $4,000 he would receive 0.13 percent; $4,500, 0.195 percent; 
but those getting $5,000 or more would receive a 0.25 increase. This factor 
is multiplied by the number of years of service so, when it is multiplied by 30 
years of service, it provides a substantial difference. 

Relatively, the increase granted under S. 2875 follows the same pattern; 
however, the formula proposed by the Commission discriminates to a greater 
extent in favor of the higher salaried employee and excludes or reduces sub- 
ona the increase that would be granted to the bulk of the Federal em- 
ployees. 

A further and greater discrimination against the lower paid employees is 
found when you consider survivorship benefits. The lower paid employees 
are the ones who cannot elect survivorship benefits because of the penalties 
provided for under the law. An employee who has an annuity of $2,000 under 
the present law has his annuity reduced by $125. That is an extremely severe 
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penalty and has deterred the lower paid employees from electing survivorship 
benefits. The survivorship proposal in 8. 2875 is primarily for the benefit of 
the lower paid employee and when the Commission disapproves this amend- 
ment, it is the lower paid employee who is affected. 


Mr. Davis. I would also like to have an illustration while you are 
getting those figures up as to what increase would accrue to the $2,500 
a year man under your suggested amendment of 1 percent plus $5. 

{r. JoHANSEN. That is very helpful. 

The CHarrman. Also how much would that cost. 

Mr. Gusser. I wonder if it would be difficult to have your impres- 
sion of what the increased cost would be. 

Br. Keatine, I will be glad to work that out. 

(The information referred to follows :) 


Chart showing effect of change 1 percent plus $25 formula to 1 percent plus $30 
on annuities of 4th-class postmasters (30 years’ service) 


Annuity un-| 80 percent 80 percent 
der present limitation 1 percent limitation 
formula present for- plus $30 prepenes for- 


Note.—Annuity limited to 80 percent of salary. 4th-class postmasters in 4 lowest grades can receive 
an increase only if maximum percentage of salary is increased above 80 percent. 


There is one other comment I want to make. The Commission 
shows that the annuities to surviving spouses, well, to begin with 
when they submitted a figure to the Bite they showed the cost o 
$466 million. There is one amendment that took out the transfer 
of credit to social security and then they brought it down to $454 
million. There was also an amendment that put the ceilings on chil- 
dren’s annuities but they show the cost as the same and there should 
be a reduction there. There is no question about that. 

Now, on the survivorship of spouses, they show the increase in 
annuity to surviving spouses and all to cost $112 million. Then, in 
addition, there is the immediate annuity to widows and dependents, 
another $12 million, and $9 million larger children’s annuities, which 
is $21 million, making $133 million, and they estimate as the increase 
in the cost of the survivorship program, and yet last year the cost of 
the payment to survivors was only $34 million. The Commission 
estimate that that is going to be tripled. 

The CuHarrman. You realize that it will increase over the years now; 
do you not? 

Mr. Keratine. Yes, it will, but we think that the estimates are astro- 
nomical, Mr. Chairman; that their imagination got the best of them 
when they started figuring in how much it would increase. 

Last year 2 out of every 3, according to the Commission, that were 
entitled to survivorship accepted them. 

In closing, we would urge you to favorably report out S. 2875, 
retaining the features which I described. I made this statement, Mr. 
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Chairman, that the other many worthy features of the bill should be 
retained or strengthened. 

I want to express my appreciation to Mr. Morrison, Mr. Moss, and 
Mr. Lesinski and Mr. Broyhill and all of the members of the committee 
who have introduced bills dealing with this important subject. 

I want to express my appreciation to you, Mr. Chairman, in schedul- 
ing hearings, and I do hope that you will report out a good retirement 
bill. The history of our retirement act since 1920 has been much better 
than the dire predictions that have been made from time to time. 
The fund is growing and the contributions of the employees, which 
were supposed to be less than the expenditures back some 20 years 
ago, are still greater than the expenditures made on a year-by-year 
basis according to the formula. 

The CuarrMan. Let me ask you this question : { 

The administration in the beginning proposed a coordination be- 
tween the civil-service retirement and the social security. I under- 
stand that you oppose that ? 

Mr. Keatina. We are vigorously opposed to that. 

The CuarrMan. On what grounds? 

Mr. Keatine. We are opposed to it on a number of grounds. 

First, we believe that if there is a coordinated plan, it will mean 
the end of our civil service retirement system. 

The Carman. Let me ask you this question : 

How many employees today—for instance postal employees—how 
many of them are under it ? 

Mr. Kreattne. Around 100,000. 

The Cuatrman. About one-fifth? 

Mr. Keating. About one-fifth. 

Those are temporaries, Mr. Chairman. 

The Cuarrman. I know you testified at the last hearing about the 
number of postal employees who had part-time jobs. 

Mr. Keatine. That is right. 

The CuarrMan. That was the only postal job covered by social se- 
curity. When they retire, they will receive both the civil service retire- 
ment and the social security ? 

Mr. Keatine. They may. It does not necessarily follow. 

The Cuaiman. Mr. Keating, are you not covered by both systems? 

Mr. Keratina. Yes. 

The Cuarrman. You are under both civil service and social security ? 

Mr. Keatine. That is right. 

Mr. Rees. You mean you will be under civil service ? 

Mr. Keatrne. I am still an employee of the Minneapolis post office. 

Mr. Rees. You are? 

Mr. Keatina. I am on leave. 

The Cuarrman. But you get credit for one-half your time while you 
are on leave ? 

Mr. Keating. That is in line with the policy established by Con- 
gress when the Railroad Retirement Act was enacted. The officials of 
the railroad retirement unions have the same right established by law 
and passed by the Congress. 

The CuHairman. They make no contributions either? 

Mr. Keatine. No. 
The Cuarrman. But get credit for one-half the time. 
Mr. Keatina. I think they get credit for full time. 
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Mr. Rees. And that runs for a period of years? 

Mr. Keating. As long as they are representing the employees, since 
the fund has been established. 

Mr. Corserr. How many would be affected by that, one-tenth of 1 
percent ? 

Mr. Kerarine. The General Accounting Office, there is a little fuss 
about that in their report. 

Mr. Corserr. I say how many people would find themselves in that 
eategory ? 

r. Keating. A very limited number. 

Mr. Corserr. It would not be 5,000, would it ? 

Mr. Keating. It would be about 6 out of 105,000 that we have. 

The Cuarmman. But you say say one-fifth of the postal employees 
would be under both systems ? 

Mr. Keartne. Roughly. The number of temporaries, that is an old 
figure and the number of temporaries have been going down and the 
number of regular employees have been increasing. The Post Office 
Department has been tryig to eliminate temporary employees. 

If you remember, we went along with the ratio of substitutes with 
that objective in view. Normally the Post Office Department, up until 
the time of the war we did not have temporaries. We are not back to 
a normal operation. Eventually we hope to get back to that opera- 
tion in which there will be nobody under social security in the postal 
service. But the number of temporaries is going down. The last 
figure I saw was 100,000. I rather suspect the figure is even less 
today. 

The Cuarrman. Mr. Davis? 

Mr. Davis. You stated, Mr. Keating, I believe, that there were ap- 
proximately 1,800,000 employees on the retirement system ? 

Mr. Kratine. That is right. 

Mr. Davis. Of this approximately 500,000 that are not on this, do 
you know where they are located ? 

Mr. Kratrnc. They are temporary employees and then they are in 
other special systems. I think that the total figure of Government 
employees includes the Foreign Service; is that not right, Mr. 
Chairman? 

The Cuareman. I think so. 

Mr. Kratine. Of course, they have their own system. The judici- 
ary has their own system. They are found in various different places. 

Mr. Davis. There are temporaries, those that are in other areas? 

Mr. Keattne. That is right. 

The Cuatrrman. How many husbands and wives do you estimate are 
in Government who are both under civil-service retirement ? 

Mr. Kearrne. How many ? 

The CHarrman. Yes. 

Mr. Keatine. I would not have any way of knowing. I do not 
think it isa large percentage. I think there are some but I would not 
have any way of knowing. 

The Cuarrman. I have not had an opportunity to read the report of 
the Civil Service Commission, but I notice here on the next to the last 
page where they say that there probably would be an increase in the 
cost, $165 million, in the various fringe benefits that they propose, and 
also by reducing the percentage annuity from 2 percent to 134 per 








lo 


in 
nt 
[r. 


cl- 
es. 


ire 


not 
not 


-of 
last 
the 


and 
per 


REVISION OF THE CIVIL SERVICE RETIREMENT ACT 41 


year. They propose to keep the present 6-percent contribution on the 
part of the employee. 

Do you not think that is a pretty fair or pretty liberal proposal by 
the Civil Service Commission ? 

Mr. Keattnc. No, sir; we do not. 

The Cuarrman. To agree to that increase of $165 million with no 
increase to the employees ? 

Mr. Keatrine. No, I do not, Mr. Chairman. The increase from 1°/ 
ercent will mean very little to employees in salary levels of aroun 
4,500 or less. It will mean nothing to those under $3,330, and it 

means very little to those less than $4,500. 

The average salary of letter carriers who retire now is only $4,450 
approximately. 

The Cuatrman, Will not these employees who are waiting to retire 
January 1 receive a considerable windfall because they will not have 
to contribute much to this percentage and they will get the full benefit 
of the 2 percent per year for their service ? 

Mr. Keatinc. We feel that that bill fails to meet the chief prob- 
lems—there are two reasons why the critics of the civil-service retire- 
ment have encouraged coordination. One was inadequate survivor- 
ship benefits and the other was the problem of the in-and-out em- 
ployees. The solution for that was taken out of the Senate bill. I 
think there was a good solution in the Senate bill. 

Under the survivorship program, the Commission’s proposal does 
not meet the necessity of taking care of the dativorehin program. 
As far as this organization is concerned, we cannot support any legis- 
lation that does not take care of the survivors. 

The Cuarrman. Well, all legislation usually results from compro- 
mise. You have to assume a give-and-take attitude. You do not 
want legislation that the President would veto, do you ? 

Mr. Keating. Well, I would rather have a good bill vetoed than a 
poor bill signed. 

The Cuarrman. In other words, you would rather have the bill, 
S. 2875, sent to the President to be vetoed than to take the proposal 
of the Civil Service Commission giving $165 million additional bene- 
fit without increase to the employee’s contribution ? 

Mr. Krattna. To the best of my knowledge, the President has not 
expressed vi opinion as to whether he would veto or sign this legis- 
lation and I have not heard any strong suggestions from the adminis- 
tration people as to whether he would veto or sign it. 

It seems to me that the problem 

The Crairman. You do not think the Civil Service Commission 
would send down a report without his approval? 

Mr. Kratine. Of course, the bureau recommendations are the rec- 
ommendation of the Chief Executive, they are taken up by the admin- 
istrative branch of the Government, and obviously the President does 
not sit down and work all these things out himself. If everything 
that was sent up by the administrative branch was to be the policy of 
Congress, we would not need any Congress. 

The CHarrman. Certainly not, but after all the legislation must be 
approved by the President unless passed over his veto by both sides 
of Congress. 

Mr. Keatine. I think we are satisfied with any bill that the Con- 
gress works out in fairness. We have faith in the Congress. We do 
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not believe that the terms of the bill should be dictated. We respect 
the recommendations that are made by the administrative agency of 
the Government for whatever they are worth, but we do not think that 
they should be an absolute command upon Congress that they support 
exactly what is sent up here. 

The Cuarrman. No, but you do believe in the spirit of compromise, 
do you not? 

Mr. Kerattnc. We have never had a bill, Mr. Chairman, that was 
not compromised. 

Mr. Corserr. Mr. Chairman? 

The Cuarrman. Mr. Corbett? ‘ 

Mr. Corsetr. I would like to ask a question right at this point. Here 
is a case where millions of dollars of the employees’ funds go into the 
reserves, they have more direct connection with this legislation pos- 
sibly than with any other legislation that comes before the Congress, 

I would like to ask the gentleman, when we are talking about com- 
promise and give-and-take and so on, if any branch of the adminis- 
tration called the affected groups of employees in and conducted any- 
thing that would resemble negotiation ? 

Mr. Keatrine. Not at all. We have not been consulted. We se- 
cured the recommendation of the Commission in a devious way last 
night about 6 o’clock and I sat up until midnight so I would know 
what it was about. 

Mr. Corzett. Are you telling us that here in the committee and 
later on on the floor we are going to be confronted with absolutely 
different proposals and that there has been no attempt made to give 
us a finished product that we might support ? 

Mr. Keatina. That is right. 

Mr. Gross. Mr. Chairman? 

The Cuarrman. Mr. Gross? 

Mr. Gross. Speaking of a liberal retirement and annuity and sur- 
vivorship program, the Federal judiciary did pretty well recently. 

Mr. Keatine. Yes. We would accept that, Mr. Gross. 

Mr. Gross, I am sure you would. 

Mr. Broyniiyi. Mr. Chairman ? 

The CHatrman. Mr. Broyhill. 

Mr. Broyuiti. As you know, we have had experience with vetoes 
before and threats of vetoes. The thought of a veto does not bother 
me so much except the fear of the fact that we might pass this bill or 
some bill and one more liberal than this just at the closing stages of 
Congress. If the President vetoes it, we do not have a chance to act 
upon the veto, whether to vote to override it or work out further areas 
of compromise. So I think a great deal depends on how quickly and 
effectively this committee can act and how far we can work on the 
floor to get the bill downtown. 

If we have time to act upon the veto after the President has a chance 
to act, that would be one thing. I think that is the real danger, is 
the timing of Congress adjourning, not the veto itself. . 

Mr. Keatine. I do not think he would veto it, which is my personal 
opinion. 

Mr. Broruty. I would not worry if we had time to act on a veto 
as we have done in connection with other legislation. 
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We have always had a chance to come back Jater and actually worked 
out a fairly satisfactory provision. I never did get a final answer to 
the previous question, Mr. Keating. 

You mentioned these other bills that were introduced. As you 
know, they provided more liberal benefits than are contained in this 
bill. 

Mr. Keatine. That is right. 

Mr. Broyum.. And did not require an increase in employees’ pay- 
ments. 

Mr. Keatina. That is right. 

Mr. Broruut. I recognize that you folks have compromised on the 
amount that you asked for and this bill itself is a compromise? 

Mr. Keatine. That is right. 

Mr. Broyruitu. But I am still disturbed about the increase from 6 
to 7 percent. I think that is going to work a hardship on a lot of 
employees and the question of whether or not your organization would 
be willing if this is the final compromise, and I am not satisfied that 
it is, to accept a reduced benefit by, let’s say, $90 million, the same 
amount that the increased 1 percent of payroll amounts to. 

Would that be a more satisfactory arrangement ? 

Mr. Keating. We would rather see, before we make any commit- 
ment in accepting anything, we would like to see what it is and the 
description of the $90 million does not mean anything because you 
are dealing with projected figures. 

Mr. Broyuiw. I understand that. 

Mr. Keatine. I would not answer a question like that. I would not 
buy a pig in a poke, let us put in that way. 

Mr. Broyuniu. I am not suggesting a pig in a poke; I am suggest- 
ing the 7 percent might be changed to 6. 

Mr. Keating. If I said yes to that, I would be buying a pig in a 
poke; that is the way I feel about it. 

Mr. Broyuiti. Again I am suggesting the contribution of 6 percent. 

Mr. Keatinc. We, of course, would love to see it kept at 6 percent, 
and when we testitied before the committee on the original Johnston 
bill we did not advocate the 7 percent; but, after it was adopted as a 
means of making it acceptable, we accepted that on the same basis as 
you are talking about of the veto. We think that we have already, 
the employees have already, agreed to go $90 million on it, and I think 
that that is sufficient compromise to get things that they badly need. 

Mr. Broynuy. I think that is a wonderful gesture. I think a lot 
of employees do object to that increase to 7 percent. It is going to 
work a hardship, not that the annuities are not fair. 

Mr. Corserr. Would the gentleman yield ? 

Mr. Brorui. Yes. 

Mr. Corsert. First of'all, I would like to ask the witness if he sus- 
pects that part of the opposition to the 7 percent is that it would 
increase the amount that the Government would be required to pay 
to match it? 

Mr. Keatinea. Well, I think perhaps it is that and I think it is per- 
haps to defeat the legislation to get a little enthusiasm for the com- 
promise. 

Mr. Corpert. I wanted to follow through with Mr. Broyhill here. 
How in the world could an employee object if for 1 percent he was 
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buying 2 percent if the Government is going to match that with 1 
percent more? Every penny that he puts into this retirement is going 
to be doubled by the Federal Government’s contribution, theoretically. 

You are telling me that the man will not take a dollar in exchange 
for a half dollar? 

Mr. Broyrutu. There is no criticism as to the fairness or the value 
of the return on the 1 percent, but, by the same token, we could increase 
the employee’s contribution to 8 percent or 10 percent and still increase 
the benefit. 

I think the employees would like to keep it at 6 percent and have it 
on the same ratio as paying 7 percent. 

Mr. Kerarttne. I will make this statement: 

As far as the members of our organization are concerned, they 
prefer S. 2875 at 7 percent to the Commission recommendation, even 
liberalized somewhat, at 6 percent. 

The CHairman. What is the average contribution by employees 
under the private retirement systems? 

Mr. Krattne. They run, I read one statement where 75 percent made 
no contributions but the average probably runs around 3 percent. 
Five percent is relatively high. 

The Cuarrman. Do you know of any employee plan in private re- 
tirement contributing 6 percent? 

Mr. Keatrna. I know a few that are six. 

The CuatrmMan. Social security is not nearly that high. 

Mr. Keatine. Two percent. 

Mr. Ceperserc. That employee also pays 3 percent in addition to 
that. 

Mr. Keratine. In many cases it is none. 

Mr. CrperserG. I think one of the important things in any retire- 
ment bill is what it does for the widow and the youngsters. I think 
most men are concerned with what is going to happen to their families 
in the event something should happen to them. 

Mr. Keatrne. I will tell you, frankly, we have many pathetic cases, 
particularly when you go out and you meet with a group of older men 
who have been retired. They will come up and say, “When I retired 
my wife said ‘We will need the money so let’s not provide this sur- 
vivorship. We will get along.’” Then the fellow gets sick and he 
knows he is not going to live very long and he lives in hell for a few 
years knowing he is going to die and not leave her a cent. 

Mr. Crperserc. As far as I am concerned, I would not be one-tenth 
as concerned about the provision to be able to retire after 30 years of 
service as I would be about taking care of those who are going to 
survive me after I am dead. 

I think the 30-year provision may have some benefits, but I think the 
survivorship thing is more important. 

Mr. Keatinc. We rate it that way, too. 

Mr. JoHansen. On some of the questions I asked, I would like to 
7 mean myself with what Mr. Cederberg has said. I share that view 

ehnitely. 

Tneilentadly, I voted against the retirement for widows of Federal 
judges. 

The Cuarrman. Mr. Moss? 
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Mr. Moss. Mr. Keating, I wonder if you might in the course of your 
homework endeavor to give us your estimate of the actual cost of the 
purported $165 million of increased benefits in the Commission pro- 
posal ? 

Mr. Keating. All right. 

Mr. Moss. Because if it is their judgment that they can permit in- 
creased costs of $165 million a year, then I think we indeed have an 
excellent and most interesting area of compromise. 

I do not feel that these items listed would cost $165 million. 

The Cuarrman. Mr. Rhodes? 

Mr. Ruoves. No questions. 

The CHatrman. Thank you very much, Mr. Keating, for your 
presentation. 

Mr. Keatine. Thank you, gentlemen. 

The CHarrman. The witnesses who are scheduled for this morning 
will be rescheduled for Thursday. 

The committee has another hearing tomorrow. I believe it is on 
health insurance. All witnesses who were here today and have not 
been heard will be heard the first thing Thursday. 

(Whereupon, at 12 noon, the committee recessed, to reconvene at 
10 a. m., Thursday, June 21, 1956.) 
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THURSDAY, JUNE 21, 1956 


Hovse or REPRESENTATIVES, 
Com™MirTEE oN Post OrFice anp Crvit SERVICE, 
Washington, D. C. 

The committee met at 10:30 a. m., Hon. Tom Murray (chairman) 
presiding. 

The CHatmrman. The committee will come to order. The hearings 
will be resumed on the bill S. 2875 and other related House bills on 
the same subject, that is, retirement legislation. 

The first witness scheduled this morning is Mr. E. C. Hallbeck, legis- 
lative director of the National Federation of Post Office Clerks. 


STATEMENT OF E. C. HALLBECK, LEGISLATIVE DIRECTOR, 
NATIONAL FEDERATION OF POST OFFICE CLERKS 


Mr. Hatiseck. Mr. Chairman and members of the committee, for 
the record I am E. C. Hallbeck, legislative director of the National 
Federation of Post Office Clerks, with offices at 711 14th Street NW., 
Washington, D, C. 

We are highly pleased and gratified at the prompt action this com- 
mittee is taking on the retirement question. It is one of the most im- 
portant questions before the 84th Congress. 

A surprisingly large number of bills to amend the Civil Service 
Retirement Act have been introduced and the Senate passed the bill 
S. 2875 which would provide many needed improvements in the retire- 
ment structure, including a new and more logical formula for the 
computation of annuities; an improved optional retirement procedure; 
much needed liberalization of the widow and dependent benefit fea- 
tures; improved disability retirement benefits with a much-needed 
minimum benefit provision; a sound mandatory retirement feature, 
and several administrative improvements, is in our opinion sound and 
desirable legislation. I am appearing in support of that measure. 

I am aware that there are bills before the committee which, if 
enacted, would provide for joint coverage of postal and Federal em- 
ployees under both social security and the Civil Service Retirement 
Act. The theory behind this sort of legislation is that since the de- 
pendents’ benefits under social security are so much more liberal than 
those provided under civil service retirement, that the extension of 
such social-security coverage to postal and Federal employees would 
provide these added benefits without appreciable increase in cost. I 
do not think that is true. There is no magic formula in social security 
which makes greater benefits possible at a lesser cost. The ultimate 
cost of the benefits is the same under any system, and any seeming dif- 
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ference in favor of social security results from the fact that social 
security does not at the present time truly reflect the costs of these 
benefits. 

Employees desire a modern retirement system, within the frame- 
work of the present act, which will provide a reasonable annuity after 
30 years of loyal and faithful service, with adequate provision for the 
widow and dependents of employees or annuitants, as well as pro- 
tection against the hazards that make disability retirement necessary 
before a normal retirement age, at a price which the employee can af- 
ford to pay. These benefits can be provided under the Civil Service 
Retirement Act and the bill S. 2875 most nearly approaches that 
objective. 

Because some pay acts define “basic salary” to exclude longevity 
pay and since there is no desire to exclude longevity pay from “aver- 
age salary” for purpose of computing annuities, we suggest an amend- 
ment to section 1 (e), adding after the words “Basic salary” on line 
13, the words “Including longevity or meritorious pay.” 

Under the Railroad Retirement Act, officers of the railroad employee 
organizations are covered for the purposes of that act while so en- 
gaged. We believe similar consideration should be extended to offi- 
cers of the Federal employee organizations and suggest that this pur- 
pose can be accomplished by amending section 3 (c) to add the words, 
“while serving as an officer of an employee organization, or” after the 
word “or” on line 2, page 9. 

We are particularly pleased with some of the optional features of 
section 6 of S. 2875. Certainly this section is a considerable improve- 
ment over the present law. It will provide for what amounts to op- 
tional retirement after 30 years of service, with a reduction in annuity 
based on the age of the employee. Frankly, we take the position that 
there should be no reduction in annuity, regardless of the age of the 
employee, after he has performed 30 years of service. We know that 
there are some who will claim that the cost of such a program would 
be prohibitive. However, experience with optional retirement to date 
indicates that only a relatively small minority of employees elect to 
retire at an early age unless there is some all-compelling reason for 
such action. The principal reason usually is the health of the em- 
ployee or his family. The number of employees who would actually 
retire at an early age is necessarily limited by the law of economics. 
The man of 50 to 55, for example, ordinarily fas family responsibili- 
ties, such as children in school or college, a home only partly paid for, 
and things of that sort, which make it virtually impossible for him to 
even think of anything which would have the effect of reducing his 
take-home pay. The jobs which people of that age could obtain in 
private industry usually pay a wage so low that the combination of 
that wage with an annuity is actually less than the employee receives 
in Government work. For that reason, we feel that optional! retire- 
ment at an early age would be limited to those for whom there was a 
compelling necessity and that the ultimate cost to the retirement sys- 
tem would be much less than is commonly estimated. 

The Cuamman. What would you say would be a compelling neces- 
sity for optional retirement at an early age? 

Mr. Hatxzeck. There is an area of illness that does not qualify for 
disability retirement, and yet makes it almost a hardship tor an em- 
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ployee to continue work. An employee of that sort would probably 
take advantage of an early optional retirement. I think that basically 
would be the only one that does, except the fellow whose uncle dies 
and leaves him $100,000. He might be able to think of it. 

The Cuarrman. He would not need retirement very badly. 

Mr. Hatieeck. But you know that he would want it. 

Section 7 deals with retirements caused by disability of the em- 
ployee. In this field, there is a notable need for improvement. The 
provisions of present law, particularly in cases where the employee 
has only limited service, are woefully weak and inadequate. By pro- 
viding for a minimum annuity of 40 percent of average salary in cases 
of disability retirement in section 9 of the bill, S. 2875 goes a long way 
in the right direction. My own view is that it would be entirely just 
and equitable to retire an employee on a minimum of half pay when- 
ever permanent disability ane retirement necessary. 

Section 9 (a) of S. 2875 provides that in the computation of annui- 
ties, the annuity— 
shall be (1) the larger of (A) 1% percent of the average salary, multiplied by so 
much of the total service as does not exceed 5 years, or (B) 1 percent of the 
average salary, plus $25, multiplied by so much of the total service as does not 
exceed 5 years, plus (2) the larger of (A) 2 percent of the average salary multi- 
plied by so much of the total service as exceeds 5 years, or (B) 1 percent of the 
average salary, plus $25, multiplied by so much of the total service as exceeds 5 
years: Provided, That the annuity shall not exceed 80 percent of the average 
salary: Provided further, That the annuity of an employee retiring under sec- 
tion 7 shall be at least (1) 40 percent of the average salary or (2) the sum 
obtained under this subsection after increasing his total service by the period 
elapsing between the date of separation and the date he attains the age of 60 
years, whichever is the lesser, but this proviso shall not increase the annuity 
of any survivor. 

I suggest that it would be completely equitable if the formula for 
the computation of annuities of employees were based on 2% percent 
of the average salary as defined in this bill. Such an amendment 
would have the practical effect of providing the same formula for the 
computation of employees’ annuities as that provided for the Mem- 
bers of Congress. 

The CuarrMan. Do you really believe that a Federal employment 
retirement system should be on the same formula as the retirement 
system for Members of Congress? 

Mr. Hauxipeck. I see no reason why there should be a great dif- 
ference. 

The Cuatrman. There are not many Congressmen who have served 
30 years in either the House or the Senate. 

Mr. Hauipeck. There are not too many, but there are quite a few 
who have made it. 

The Cuarrman. You know the political life of the average Member 
of Congress is rather hazardous. 

Mr. Hauipeck. I agree with that. I am sorry that in many cases 
that is true, yet I do not think that is a valid argument for using the 
same formula 

Mr. Corsett. I wonder if the gentleman would propose that we 
have civil service protection. 

Mr. Hatipeck. You know, Mr. Corbett, I think that would be a very 
good idea. I agree with the chairman, that the hazards are much 
greater for a Congressman, there is no disputing that. 
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Mr. Davis. And the expenses are greater too. 

Mr. Hatizecx. That I am positive of—very much greater. I have 
known quite a few Members of Congress and I never knew of anyone 
that could get rich down here. As a matter of fact, I never knew of 
anyone getting rich in Washington, let alone being a Member of 
Congress. 

The Cuamman. You may proceed. 

Mr. Hatreecx. In preparing my statement I inadvertently over- 
looked a clause in section 9 (a) which reads, “but this proviso shall 
not increase the annuity of any survivor.” 

It seems to me that clause would have the effect of depriving the 
surviving widow of an employee retired on account of disability of 
the added benefits conferred by the second proviso of that section. 
In other words, while the disabled employee lives, the family income 
would be augmented, but when he dies the income would be reduced to 
an amount equal to one-half of the employee’s earned annuity. 

In the case of an employee with a $4,500 a year average salary, 54 
years old: and with 16 years of service, this would mean that his an- 
nuity resulting from a disability retirement would be $1,800 per year 
as a result of the 40 percent minimum provided in the second pro- 
viso of this section. Upon his death, however, the widow would be 
entitled to only $670 per year, which is half of his earned annuity. 

In order to correct this, and if the committee agrees with my view, 
I would suggest that a period be inserted after the word “lesser” on 
line 2, page ‘21 of the bill, striking out the balance of the sentence. 
In the interest of consistency, the same amendment would then have 
to be added on line 8 on page 23 of the bill. 

Section 9 (g) of the bill provides for the designation by unmarried 
employees of a beneficiary having an insurable interest to receive an 
annuity after the death of an annuitant. In order to establish such a 
joint annuity, it is necessary that the employe be in good health at 
time of retirement and that he take a 10- percent reduction in annuity, 
plus an additional reduction for each full 5 years the person designated 
is younger than the retiring employee. 

In most instances that have come to my attention, the people who 
would take advantage of this provision are those who have parents. 
That is particularly true of women employees. Under the circum- 
stances, It appears to be unjust and inequitable to require an em- 
ployee to t ake a reduction of 10 percent in order to protect pees who 
are older than the employee and whose normal life expectancy is 
considerably less than that of the employee. 

We suggest, therefore, that this section might well be amended to 
provide that a parent or parents may be design: ited by an unmarried 
employee to receive an annuity after death “of an annuitant under 
the same conditions as those applicable to a wife or husband in sec- 
tion 9 (f). 

The survivor benefits provided by section 10 of S. 2875 are highly de- 
sirable. In addition to providing a form of automatic coverage for 
the widow of the annuitant, increased benefits for the surviving widow 
and children of an employee who dies before becoming eligible for 
retirement are provided. 

T believe, however that there is one field not covered in the bill as 
it passed the Senate which should be given serious consideration by the 
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committee. I refer to the case of an unmarried employee who is sup- 
porting a dependent parent or parents. In most instances, I believe the 
social need is as great in such cases as the need of surviving widows and 
children. I suggest that the committee consider amending section 
10 (c) toread as follows: 

(c) If an employee dies after completing at least 5 years of civilian service, or 
a Member dies after completing at least 5 years of Member service, the widow 
or dependent widower of such employee or Member, or the dependent parent or 
parents of such employee or Member shall be paid an annuity equal to 5U percent 
of an annuity computed as provided in subsections (a), (b), (c), and (e) of 
section 9 as may apply with respect to the employee or Member: Provided, That 
if more than one dependent parent survives the employee or Member, the total 
annuity to both dependent parents shall not exceed the amount of annuity pay- 
able to a single parent: Provided, further, That in the computation of annuities 
under this subsection such deceased employee or Member shall be considered 
as having no less than 15 years of civilian service prior to his or her death. 
The annuity of such widow or dependent widower or dependent parent or parents 
shall begin on the first day of the month after the employee or Member dies, 
such annuity or any right thereto shall terminate upon death or remarriage of 
the widow or widower or dependent parent, or upon the widower or dependent 
parents becoming capable of self-support. 

This amendment in addition to providing coverage for dependent 
parents would also provide that the annuity in such cases be computed 
on the basis of at least 15 years of civilian service. In view of the fact 
that unmarried employees or Members make the same contribution as 
married employees, I think it is only just that some provision be made 
for their dependents just as provision is made for the dependents of 
married employees. 

Section 15 of the bill deals with exemption from legal processes. 
We feel that this section should be amended to provide an exemption 
from Federal income taxes in the same manner and to the same 
extent as exemptions are granted to beneficiaries of the Railroad Re- 
tirement and Social Security Acts. 

One very important feature of the bill is the method of financing. 
In addition to insuring stable contributions on the part of the Federal 
Government, the bill S. | 2875, as it passed the Senate, would increase 
emptoree salary deductions from 6 to 7 ener and I am confident 
that this increase will not meet serious objection from employees if 
the improvements to the retirement structure provided in the bill as 
it p ke assed the Senate are retained. 

{r. Corsetr. At that point we have been told that the estimate 
of 7 prroets would increase the amount of money coming into the 
fund by $90 million. Is that an approximately correct figure ? 

Mr. Hatipecr. I would say that would be fairly close. 

Mr. Corserr. Then if the other estimates we have received are pro- 
jected into the future, perhaps even on a $200 billion payroll, does it 
not stand to reason then that the $90 million figure would have to be 
doubled ? 

Mr. Hatipeck. I would say that would be entirely logical because if 
you are going to project costs into infinity, I cer tainly think you have 
to project income into infinity. 

{r. Corserr. I think that that needs to be emphasized, and that is 
why I interrupted. 

Mr. Hauieeck. However, if the bill is amended so as to eliminate 
provisions for 30-year optional retirement or to decrease the amount 
of annuity resulting from changes in the formula for computation of 
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annuities or if there is any serious depreciation in survivorship or 
dependent benefits, I am confident that any increase in the employees’ 
contributions would be vigorously opposed and objected to. 

With the amendments I have suggested we feel that the enactment 
of S. 2875 would be welcomed by employees and that its enactment 
would make the career service of our Federal Government much more 
desirable. 

In closing I want to thank the chairman and members of the com- 
mittee for the time and attention being given to this very important 
subject and to express the hope that the bill S. 2875 will be reported 
to the House at an early date and that it will be enacted during the 
current session of the Congress. 

The Cuarmrman. I gather from your statement that you do not 
think that S. 2875 is liberal enough ? 

Mr. Hauieeck. I would say this: I think it goes a very long way. 
I do not think it is ideal. I do not expect to be here when we get the 
ideal bill either. 

The CHatrman. You are proposing several amendments which 
would further increase the cost 

Mr. Hauiseck. They would increase it slightly. 

The Cuarrman. Of the Senate bill. 

Mr. Hatisecx. Some of them would. 

The Cuarrman. You are not entirely satisfied with S. 2875 and the 
many benefits and increased liberalization given ? 

Mr. Hauuseck. I do not think the bill S. 2875 meets all the objec- 
tives that have been advanced by the employee organizations. I think 
it isa good bill. I think it can .. improved. I think the amendments 
that I have suggested would help to improve it. I do not think that 
any of them are very costly. 

‘he CHatrMAN. What do you estimate would be the cost of these 
additional amendments to S. 2875 that you propose? 

Mr. Hatiseck. Frankly, I do not have any figure, but I do know 
this—that providing for the coverage of dependent parents, for exam- 
ple, could not be a very costly thing since the parents are in all cases 
older than the annuitant. Their normal life expectancy would never 
be greater. Except in an unusual case, the parent is not going to 
outlive the child. 

The CHamMan. There would be very few parents living after an 
employee had served 30 years. 

Mr. Haryeeck. Strange as it may seem, that is not true. Among 
women employees of the Government that is one of the things that 
is the biggest problem. I did not realize how serious it was until I 
received a letter from a Jady in Indianapolis, Ind. She was one of 
four women working in the Post Office Department there, supporting 
a dependent mother, and in her case she 1s paying the same as em- 
ployees with families, but when she retires she has to take a reduction 
of 10 percent in order to make sure that in the event she dies before 
her mother does, her mother will not be in want and destitution. I 
do not think that it would cost much to correct that situation. I think 
that there would be relatively few cases where the mother would 
outlive the daughter. 

The Cnatrrman. It would be exceptionally rare where an employee 
serves for 30 years and retires at age 60. 
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Mr. Hatzseck. I lost a mother-in-law the other day, for example, 
at age 92, so some live beyond the age of their daughters. I do not 
think the number would be so great as to constitute an excessive 
burden. 

The Cuatrman. Of course, you are interested in the retirement fund 
being actuarially sound at all times. 

Mr. Hatxpeck. I would be more in favor of the proposal advanced 
by the Kaplan Committee, which provided for enough to meet going 
expenses, plus interest on the-—— 

he Cuarrman. Normal plus interest, they call it? 

Mr. Hauzpeck. That is right, normal plus interest. 

Mr. Rees. Do you support the Kaplan committee report ? 

Mr. Hautiseck. I support that feature of it, sir. 

The Cuarrman. A great many of the postal employees are already 
covered by both social-security and civil-service retirement, are they 
not ¢ 

Mr. Hatiseck. That is true, I suspect, in the case of those holding 
two or more jobs. 

The CuarrmMan. Can you estimate the number of postal employees 
who are now covered by both civil-service retirement and social 
security ? 

Mr. Hatuseck. It would be a guess rather than an estimate. I 
would say that there are roughly 100,000 of them. 

The Cuarmman. About one-fifth of the total number ? 

Mr. Hauxieeck. That is right. 

The Cuarrman. On page 2 of your statement you state that you 
favor an amendment to section 3 (c) by adding the words “while 
serving as an oflicer of an employee organization.” He would be 
covered. Does that mean those who have never been employees of 
the Government and are now officers of some Federal employees’ 
organization should be covered ? 

Mr. Hautiseck. Mr. Chairman, in the first place, I do not know 
of a single instance where there is anyone an officer of an employee 
organization who has never been an employee of the Government. 

The Cuamman. What is the purpose of the language, then ? 

Mr. Hatxiseck. I do know that there are officers of employee or- 
ganizations who are no longer employees, who resigned to take those 
positions, who would be covered by an amendment such as this. 

The Cuamman. You are a postal employee still on leave; are you 
not ¢ 

Mr. Hatierce. Yes. 

The Cuatrman. And you are covered by civil-service retirement 
and social security at the present time ¢ 

Mr. Hatieeck. That is right. 

The Cuatkman. And you getting credit now, while you are on leave, 
on both of your retirements ? 

Mr. Hatupeck. I am getting credit for 6 months of the year on 
eivil-service retirement. 

The Cuarrman. You do not pay anything for that? 

Mr. Hatieeck. That is right. I might say it is not stated in here, 
but in the event such an amendment were adopted, certainly the con- 
tribution ought to be made. I am sure that no one would object 
to that. 
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Mr. Rers. This amendment that has just been mentioned; what 
would it do? 

Mr. Hatiseck. It is merely to cover those few employees or officers 
of employee organizations who at the present time are not covered 
under the Civil Service Retirement Act, even though they had coverage 
at one time. 

The Cuatrman. And who are not in any sense Government em- 
ployees any longer ¢ 

Mr. Hatieeck. That is right. 

Mr. Rees. How do you figure that they would be included ? 

Mr. Hatiseck. On the same basis that the Railroad Retirement 
Act provides coverage for the officers of the railroad-employee or- 
ganizations, and believe it or not, for the employees, not the officers, 
of the railroad organization. 

Mr. Rees. What you mean to say is, if a man has worked for the 
Government and resigns from the Government service and takes a 
position with an employee organization, he should be included in the 
terms of this act? 

Mr. Hauieecs. That is right, of the Civil Service Retirement Act. 

Mr. Rees. How would you compute the amount to which he is en- 
titled as a retired employee? 

Mr. Hauizpeckx. It would depend upon whatever basis you elected 
to take the retirement deduction. If you took retirement deductions 
on the basis of his salary as an officer, you could retire him on that 
basis. If you took the deductions on the basis of the last position he 
held while an employee, then he should be retired on that basis. 

Mr. Rees. What do you recommend on that ? 

Mr. Hatizeck. I will tell you this, we would be happy to take 
either one and do not expect to get either. 

The CuHatrman. These people that you referred to who are not 
Government employees are already covered by social security. 

Mr. Ha.iseck. That is right. I could give you a couple of exam- 
ples. You know Mr. George. He resigned after being covered under 
the Civil Service Retirement Act. He has never been recovered into 
the act. He served some 35 years as a very able representative of my 
organization. He is going to retire, probably at the end of his present 
term. 

The CuarrMan. He is covered by social security ? 

Mr. Hatuipecs. He is covered by social security. 

The Cuarrman. And he will be entitled to both benefits, civil service 
and social security ? 

Mr. Hauigeck. He would not be entitled to civil service retirement. 

The Cuamman. How many years did he have? 

Mr. Hatipeck. About 23 when he resigned. 

Mr. Rees. He would not be entitled to any civil service coverage 
at all? 

Mr. Hauieeck. None at all. I may say here, Mr. Chairman, for 
the record, that I have not discussed this with Mr. George and he 
probably would not appreciate my referring to his own case because 
he has not asked for it. 

The Cuatrman. He withdrew his contribution. 

Mr. Hauzpeck. I think that he had to at the time he went out. 

Mr. Rees. If he had not withdrawn his contributions, then he cer- 
tainly would be entitled to civil-service retirement. 
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Mr. Hauipecs. In his case it would not have made any difference 
because I think he had to take his contributions when he left. 

The Cuarrman. The law has been amended since he left the service. 

Mr. Hauupeck. That is right. I think that it was amended in 1929, 
as I recall. The chairman probably knows that better than I, but 
I think that is right. 

The Cuarman. Any further questions ? 

Mr. Rees. It seems to me he would be entitled to the civil-service 
rights under our Retirement Act. 

Mr. Hauzseck. He is not, though. 

The Cuamman. He withdrew his contributions at the time? 

Mr. Rees. But he was required to do it. 

Mr. Hauipecs. That is right. At that time, they were required 
to do it. 

Mr. Lestnsk1. I appreciate the complete statement that you have 
made. There is a question that I would like to ask for clarification. 

Is it not true when a man dies the majority of the expenses keep 
on going irrespective of whether he is present or not? 

Mr. Hatxeeck. I think that is true, especially if there are children. 
It is terrific. 

Mr. Lesinsx1. Supposing that the employee’s income is $3,000 a year 
in annuities. Their life will fit into a certain plan at $3,000 per year— 
expenses on a home and everything, and if the man dies the wife pres- 
ently gets one-half of that. 

Mr. Haripeck. Plus an allowance, of course, for children under 18. 

Mr. Lestnski. But for the widow the expenses are not cut in half 
when the man passes away. 

Mr. Hatipeck. No. The rent costs the same. 

Mr. Lestnski. The only difference would be in the food and the 
clothing. The rest of the expenses would keep going on. 

Mr. Hatzeeck. That is right. 

Mr. Creretia. On page 3 of your statement, on the first line, you 
say that arguments are advanced that the cost of the program would 
be prohibitive. Do you have any figures or facts to controvert that 
statement ¢ 

Mr. Hauiseck. Well, I believe the estimate of the Commission of 
the cost of the optional retirement feature in this bill is $51 million, as 
I recall, and that is even with a deduction for the months under age 
60, and the $51 million is advanced as a terrific cost. Frankly, it has 
not been my experience that the number of employees who take advan- 
tage of optional retirement is great enough to reflect that kind of a cost. 

Mr. Crerexia. If the conclusion is reached that the cost is $51 mil- 
lion, would you say that would not be a prohibitive figure ? 

Mr. Haurpecx. I would not think so, when you are talking about a 
retirement fund which at the present time has $5 billion or $6 billion of 
employees’ money in it. 

Mr. Creretia. Then your only quarrel with the position taken by 
those who oppose this particular feature is the fact you take the posi- 
tion $51 million is not a prohibitive amount, and those who oppose it 
say that itis? 

Mr. Hattseck. I would put it a little differently. I do not think, 
in the first place, it is $51 million; but if it is, I do not think that is 
prohibitive. 
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Mr. Creretia. Do you have any figures on which to base your 
opinion it would not be $51 million ? 

Mr. Hauupecs. No, sir; I am not an actuary, and we do not have 
those figures. I think their position is based on the belief that once 
the law is passed a large number of employees would retire before the 
normal retirement age. I do not think that is true, because they have 
had the option of retirement after 30 years of service at age 55 for 
several years, and they are not retiring. 

Mr. Crereta. I am talking about those that are older than 55 and 
waiting for this bill to pass. 

Mr. Hauigecx. They are not waiting because of the optional feature. 
They are hoping the formula will change to give them a better 
annuity. 

Mr. Creretia. On page 3 you are talking about the man of 50 or 
55 who has retired, ois you make this statement : 

The jobs which people of that age could obtain in private industry usually 
pay a wage so low that the combination of that wage with an annuity is actually 
less than the employee receives in Government work. 

On what do you base that conclusion ? 

Mr. Hauipeck. I have known quite a few people who have retired 
and gone out and taken jobs, and they are part-time jobs in many 
cases. Many of those I know of have taken jobs as bab messengers, 
and their combined income as bank messengers plus their annuity is 
less than the salary they received as a letter carrier. It is true they do 
not work as many hours a day, but their annuity was so low they were 
forced to take those jobs as bank messengers. ‘Those people who have 
been letter carriers 30 years do not have any skills such as carpenters 
and bricklayers that would permit them to go out and make a lot of 
money. 

Mr. Creretia. The instances I know of are the reverse. The retired 
people I know who take jobs take them to keep busy. I think your 
statement isa generality with nothing to back it up. 

Mr. Hauuieeck. It is based on the experience of the people I have 
told you about. 

Mr. Creretia. That is your conclusion from the facts that have 
been presented to you ? 

Mr. Hatieecs. That is right. 

Mr. Creretita. You have offered various amendments in this pre- 
sentation to this committee. Did you offer the same amendments to 
the Senate committee ? 

Mr. Hatupeck. Several of them I did. One I missed completely 
because I just discovered it. 

Mr. Creretia. That is the one you read from an extra sheet of 
paper ? 

Mr. Hatueeck. That is right. 

Mr. Crerecia. But generally the same amendments you are offer- 
ing here were offered before the Senate committee ? 

Mr. Hatiseck. With one exception, and that was in the case of the 
women workers. I offered the amendment in the Senate regarding 
the dependent parents of a retired employee. I suggested one here for 
the dependents of retired employees as well. 

Mr. Creretia. On page 5 you discuss th situation of an unmarried 
employee with a dependent parent. 
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Mr. Hatxieeck. That is the one I was referring to. 

Mr. Creretia. You take the position the benefits should be the 
same for the parents of an unmarried employee as are applicable in 
the case of a married employee; is that right ? 

Mr. Hatzeeck. I should think that would be logical. 

Mr. Creretia. If at the inception of this annuity the employee is 
unmarried, then becomes married, would that change the status of 
the annuitant ? 

Mr. Hatieeck. Yes;I should think it would. 

Mr. Crere.tia. How will you resolve that problem ? 

Mr. Hatieeck. Then the act would apply as to a married annuitant. 
However, I do not think there would be many cases of marriage 
after retirement. 

Mr. Crere.tia. Even one such case would create a problem. 

Mr. Hauzeecr. I would say she would have to take the status of 
a married person. 

Mr. Tumutry. For practical purposes it might be the same thing. 

Mr. Crerea. In answer to one of the questions propounded to you 
by a member of this committee, you gave the figure of 20 percent of 
the postal workers also covered by social security. You said 100,000 
against 500,000 in the service, which would be 20 percent. That 
would mean 20 percent, in your opinion, of the workers in the postal 
service also have outside employinent and would be covered by social 
security. 

Do you recall testimony you gave on the postal salary increase? 
Was not your figure considerably higher ? 

Mr. Hauueecx. At that time I was speaking of a group of post 
office clerks. 

Mr. CreTe.ua. Just a minute. We were talking at that time con- 
cerning the claim of how many men and women in the postal service 
were required, because of distressing circumstances, to go out and take 
a second job, and how many wives of postal workers were required to 
take outside jobs because of lack of sufficient income in the postal 
service. Getting back to that same question, did you not testify at 
that time that the figure was nearly 80 percent ? 

Mr. Hauipeck. I think I testified that as a result of surveys which 
I undertook in our own organization, 4 out of 5 postal employees either 
had 2 jobs or their wives were gainfully employed. That does not 
mean that 4 out of 5 were themselves covered by social security. 

Mr. Crere.tia. You do not think you said that? 

Mr. Hauipeck. I think if you will look up the record you will find 
I said, “or their wives were gainfully employed.” 

Mr. Crere.ia. That is all. 

Mr. Lestnsxt. Mr. Chairman. 

The Cuarrman. Mr. Lesinski. 

Mr. Lestnskt. I have not seen any mention so far of increasing the 
annuities of employees who have already retired. 

Mr. Hartpecx. There is legislation before the House committee 
and I am sure before the Senate committee to take care of those who 
have already retired. 

The Cuairman. We just gave retired employees an increase a year 


ago. 
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Mr. Hautseck. I think both propositions should stand on their 
own merits. I would hate to see either one fail because of the other. 

The Cuatmrman. We have given retired employees 4 or 5 increases 
in the last few years. 

Mr. Hauipeck. I think the actual number was three. 

The CHarrman. Salaries continue to increase and as they increase 
those who will retire will get the benefit of the five highest years. 

Mr. Harueeck. That is right. 

The CHamman. What is the average annuity of retired Federal 
employees, do you know? 

Mr. Haueeck. I think the average is about $1,400. 

The CuarrmMan. What is the average of postal employees, would you 
say ? 

Mr. Haureecx. On that I do not have any figures. The only thing 
I have to go by are the reports of the Commission which show an 
average annuity in the $1,400 bracket. Maybe it is $1,300 or $1,400, 
but I think one thousand four hundred dollars- something is correct. 

Mr. Rees. What would be the average salary of a postal employee 
compared to the average salary of a Federal employee? 

Mr. Hauxerck. I think the aver age of a postal employee might be 
a little higher but not a great deal higher. 

The CrarmMan. You say the average annuity is about $1,400 for 
Government employees. 

Mr. Hauipeck. Yes. 

The CuHArrMAN. As of what year? 

Mr. Hauusecx. The last year the Commission reported, I think it 
was 1954. 

The Cuarmman. Any further questions? 

Mr. Moss. Mr. Hallbeck, on the matter of dual cover ‘age, those em- 
ployees of the Government who hold outside jobs and are covered 
for OASI benefits have to continue in that covered employment for 
certain base periods and many of them will not qualify for dual 
coverage ¢ 

Mr. Hatxpecx. That is true. 

Mr. Moss. Some groups have to have about 10 years of covered em- 
ployment in order to get coverage? 

Mr. Hauieeck. That is right. That is one thing that makes social 
security look cheap, because a lot of people get no benefit from it. 

Mr. Sloan And they get no refund? 

Mr. Hatipecx. They get no refund. 

Mr. JoHansEeN. Mr. Chairman. 

The CHarrMan. Mr. Johansen. 

Mr. JoHANSEN. On Tuesday the committee heard testimony that 
the administration plan was, in the judgment of the witness, rigged 
to give better benefits to the higher salaried employees. Did you 
associate yourself with that testimony ¢ 

Mr. Hauzeeck. I would not say they were rigged, but I think the 
amendments to S. 2875 did result in those with average salaries of 
more than $5,000 getting more than those with average salaries of 
$3,500. Incidentally, that is almost inevitable in any percentage ar- 
rangement, the man at the top has to get the most. 


Mr. Jonansen. What do you regard as the means of offsetting that. 
problem, if that is the case ¢ 
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Mr. Harigeck. Well, I believe that the best offset is the formula in 
the bill as it is in S. 2875 rather than the 134 percent advanced by the 
Commission, because that 134 percent does result in an inequitable 
distribution of benefits. 

Mr. Jomansen. That is all, Mr. Chairman. 

The Cuarrman. Thank you, Mr. Hallbeck. 

Mr. Hauieeck. Thank you. 

Mr. Murray. The next witness is Mr. Edward W. McCabe, chair- 
man of the committee on legislation, National Association of Internal 
Revenue Employees, Nashvilte, Tenn. 

Mr. McCabe, we will be glad to hear from you at this time. 


STATEMENT OF EDWARD W. McCABE, CHAIRMAN, COMMITTEE ON 
LEGISLATION, NATIONAL ASSOCIATION OF INTERNAL REVENUE 
EMPLOYEES, NASHVILLE, TENN. 


Mr. McCase. Mr. Chairman, members of the committee, I am Ed- 
ward W. McCabe, chairman of the committee on legislation and past 
president of the National Association of Internal Revenue Employees. 
1 am here on annual leave from my position in the office of the district 
director of internal revenue, Nashville, Tenn. 

There is a growing need for legislation which would improve the 
civil-service retirement laws. A new formula with better survivor 
benefits is necessary to provide a standard of. living in keeping with 
the economic situation of today. 

Under our present retirement law, an employee reaching retirement 
age must take a substantial decrease in his annuity to provide sur- 
vivorship benefits. Because of this fact, 1 out of every 3 of those who 
are eligible to select survivorship benefits fails to do so, simply because 
he needs all of his annuity to live on. Those who fail to select sur- 
vivorship benefits are generally those in the lower salary brackets 
where the need for survivorship protection is much greater. 

As time passes, with increased efficiency in industrial developments, 
more and more older employees are being displaced from industry. 
Today only 30 percent of the men over 65 years of age are employed, 
whereas 55 percent were employed in 1920. 

Some new legislation must be enacted to provide a well-rounded re- 
tirement program which would include adequate survivor benefits. 
We of the National Association of Internal Revenue Employees be- 
lieve that S. 2875, as passed by the Senate, known as the Johnston bill, 
will afford an adequate civil service retirement act. 

Let me quote from the Congressional Record of House proceedings, 
page 399, for January 20,1955. In an address by Congressman Fino 
the following statement was made in part: 


Mr. Speaker, it was not until a recent tragic incident was brought to my 
attention that I fully realized the urgent need for revising and improving our 
Civil Service Retirement Act. 

Last September 6, 1954, one Frank Patrick McSweeney died at the age of 39. 
Who was McSweeney? Another hard-working public servant in our Government 
service. He first came into the Federal Government in 1941 as a deputy col- 
lector of internal revenue, was later promoted to the fraud squad and in 13 
years became one of our ace special agents. McSweeney, who died of a heart 
attack, left a wife and 5 children ranging from 2 years to 10 years. 

Pat McSweeney worked hard at his job—maybe a little too hard. He was 
fearless and honest. He was beyond reproach. He could not and would not be 
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bribed. Pat was assigned to the waterfront and narcotic investigations. While 
in the course of his investigations and shortly before his death, he was ap- 
proached and offered a $5,000 bribe, part of which was passed to him. Imme- 
diately, this bribe attempt was brought to the attention of his supervisor, Chief 
Agent Lloyd Flanery. The culprit was arrested. Threats were made to Pat; 
the safety of his family was of great concern to him. While the case was pend- 
ing, awaiting trial, Pat dropped dead. Chief Agent Flanery testified in Pat’s 
place, which resulted in the conviction and sentence of the briber to 8 years in 
a Federal penitentiary. This was the work of a conscientious public servant. 
As the result of the tireless and courageous efforts of Pat, Chief Agent Flanery, 
and men like them, 54 waterfront characters were indicted. 

What was our Government’s reward to his widow and family—a paltry pen- 
sion of $117 per month, to feed and clothe herself and five youngsters. 

The family doctor who had examined Pat about a month before his death said 
Pat’s heart was normal—regular and no murmurs. When asked what could have 
caused this young man’s death, the doctor said, “It is very possible that aggrava- 
tion and worry of his occupation were underlying etiological factors in the pro- 
duction of the heart attack that lead to his demise.” 

Mr. Speaker, I believe the Federal Government should be paying Pat’s widow 
and children a more substantial pension. However, under our present laws, 
death of a heart attack caused by aggravation and worry of occupation does 
not come within the scope permitting payment of increased annuity to sur- 
vivors. Are not the results of overwork, worries, and aggravations attributable 
to, and in, line of duty? Is not death by heart attack from overwork, aggra- 
vation, and worry just as shocking and disastrous to a man’s widow and family 
as it would be if he should be killed by a bullet in the course of his duties? 

This tragic occurrence brings me to the point I wish to make. I am thoroughly 
convinced that the facts of our time and considerations of humanity call for a 
revision of our antiquated civil service retirement laws. 


S. 2875 will partially rectify the inequities referred to above. 

We favor the provision that would allow optional retirement after 
30 years of service without reduction in annuity. Many municipali- 
ties and several State governments now permit this provision. The 
Johnston bill allows retirement after 30 years of service regardless of 
age, however, the annuity is reduced if the employee is under age 60. 
It has been argued that this feature would cost the fund considerable 
money. However, I doubt that the additional costs would be as high 
as anticipated because of the fact that many of the employees would 
not want to retire after 30 years of service. Secondly, most of the 
employees would be around 55 years of age or older, when they attain 
30 years of service. 

We strongly recommend that the provision which permits an em- 
ployee or member to elect a reduced annuity and designate in writing 
his wife (or her husband) to receive the annuity after the retired in- 
dividual’s death without a reduction for the first $2,400 be retained in 
your bill. 

One of the serious defects of our present retirement bill is the failure 
on the part of many retirees to take a reduced annuity because of their 
economic conditions, thereby keeping their surviving spouses from re- 
ceiving annuities. This will rectify this defect. 

Under both the Social Security and Railroad Retirement Acts, sur- 
vivor’s benefits are provided automatically without election. 

We have many Federal employees who have accrued more than 
1,000 hours of sick leave. We feel that some reward should be given 
to these employees who have accrued this sick leave. To this end we 
propose that you include in your bill some provisions which would 
allow the cash value of the sick leave to be added as an additional 
contribution to the act. For example, if an employee had 1,000 hours 
of sick leave at $2 an hour, his annuity would be increased by the 
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amount that $2,000 would purchase in additional annuity. However, 
the value of the sick leave would not be considered in case of his death. 

We realize that the passage of S. 2875 will result in an additional 
cost. However, when you compare the unfunded liability of other 
Government retirement systems, such as the ee Service, the 
Judiciary and the Armed Forces, our system is in better condition 
financially. Then too, if restoration were made by the Government 
of the amount which should have been placed in the fund, plus inter- 
est, there would not be so great a deficiency in our fund as estimated 
by the board of actuaries. Acc ‘ording to my information, amounts 
appropriated by Congress for 34 years ‘of operation of the civil-service 
retirement were $2 ,880,279,882. 37 less than the amounts recommended 
by the board of actu: aries. If you add this amount, w ith interest, you 
will have a substantial increase in the present balance of the civil- 
service retirement fund. It would raise the amount in our fund to 
approximately 50 percent of the amount needed for a fully funded 
plan. 

We believe that with the increase in retirement deduction rate and 
the restoration of the deficit owed to the fund by the Government, and 
with the increased interest rate on the balance in the fund that the 
deficit would be continually decreased so that increased_benefits 
afforded by S. 2875 would not impair the solvency of the fund. 

We implore you gentlemen to favorably report S. 2875 to the House 
of Representatives ‘with the suggested amendments set out above. 

May I take this opportunity to thank you for allowing me to testify 
in behalf of S. 2875. 

The Crarrman. Thank you very much, Mr. McCabe. Any ques- 
tions of Mr. McCabe? 

Mr. Rees. How many years were you in the Internal Revenue 
Service? 

Mr. McCang. 23 years, sir. 

Mr. Rees. And you have been out of the Internal Revenue Service 
how long? 

Mr. McCape. I am still in the Internal Revenue Service, sir. I am 
here on annual leave. 

Mr. Rees. You mean you are still an employee of the Internal 
Revenue Service ? 

Mr. McCase. Yes. 

Mr. Rees. And are here representing your organization ? 

Mr. McCasr. Thats right. 

Mr. Rees. That is all, Mr. Chairman. 

The Cuarrman. Any other questions ? 

Mr. Creretta. Mr. McCabe, at the bottom of page 3 of your state- 
ment you recommend that some reward should be given to employees 
who have accrued sick leave by allowing their annuity to be increased 
by the amount that the cash value of the sick leave would purchase in 
additional annuity. 

Mr. McCane. That is right. 

Mr. Crerecta. Are you familiar with my proposal as embodied 
in H. R. 8830? 

Mr. McCapse. Is that the bill that provides for that ? 

Mr. Crerecia. It provides that it shall be used toward increased 
annuity benefits. 
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Mr. McCase. I am. I think I perhaps copied some of this from 
that bill. 

Mr. Crerecta. Then you subscribe to the philosophy of my pro- 
posal ? 

Mr. McCasz. Yes, sir. 

Mr. Creretua. That is all. 

Mr. Gross. Mr. Chairman. 

The Cuarrman. Mr. Gross. 

Mr. Gross. Would that not tend to destroy the purpose of sick leave? 

Mr. McCasz. In our service we have 50 or 60 people who have 1,000 
or more hours of accrued sick leave. When they retire, no mention 
is made of their faithfulness in being on the job every day. In my 
opinion this would be an added incentive for men to be on the job 
every day and it would reduce absenteeism. 

Mr. Crereiia. The most faithful employees are those who are being 
hurt the hardest by devotion to the job. 

Mr. McCanz. I do not advocate they be paid for it, but that they 
be given this as an incentive award. 

Mr. Gross. I am thinking of what might result if they did not use 
sick leave when they should do so because they wanted to accrue it for 
purposes of an increased annuity. 

Mr. McCase. If you mean they would be so sick when they came 
to work they could not do the job, that would defeat the purpose. But 
I think if I were so sick I could not do the job I ean not be there, 
and I have over 1,000 hours of accrued sick leave. 

Mr. Rees. You say you have over 1,000 hours of sick leave. Under 
the amendment you propose, what would be the additional benefit in 
your case? 

Mr. McCabe. You would multiply the number of hours of accrued 
sick leave by the value per hour to get the cash value of the sick leave, 
and, say it amounted to $2,000, whatever $2,000 would purchase in 
the way of an additional annuity would be the benefit received. It 
might amount to $5 or $10 more a month, whatever it amounts to in the 
table. I do not know exactly what it amounts to. 

Mr. Rees. That is all. 

The Cuarrman. Thank you, Mr. McCabe. 

We will now hear from Mr. James P. McCann, president of the 
United States Customs Inspectors’ Association, port of New York, 


New York City. 


STATEMENT OF JAMES P. McCANN, PRESIDENT, UNITED STATES 
CUSTOMS INSPECTORS’ ASSOCIATION, PORT OF NEW YORK, NEW 
YORK CITY 


Mr. McCann. Mr. Chairman and members of the committee, my 
name is James P. McCann. I am a customs inspector and president 
of the United States Customs Inspectors’ Association, port of New 
York. Our association, which represents the largest single group of 
customs inspectors in the Service, is indeed grateful for this oppor- 
tunity to submit our views on Senate bill 2875. 

In our opinion, this bill constitutes the greatest forward step ever 
made in consideration of Federal employee retirement, and we wish 
to endorse it most heartily. The provisions of this legislation will 
correct many of the inequities existent in present law and will boost 
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employee morale more than any other congressional act in recent 
years. 

We find the bill well balanced and beneficial to all employees. It 
is vital, enlightened legislation and cannot fail to enhance any person- 
nel recruitment program by attracting many capable, zealous, and 
dedicated young people to Federal service. It is our earnest hope that 
the Congress will share our views and will enact it into law. 

While we consider that this is outstanding legislation we suggest 
that this honorable committee may wish to give further consideration 
to the inclusion of customs inspectors under section 6 (c), page 15 
of the bill, in view of the fact that the duties of customs inspectors 
are quite different than those of Government employees generally. 

The primary duty of customs inspectors is the enforcement of the 
laws of the United States relating to the importation of merchandise, 
and the customs service has the sole responsibility in the prevention 
of smuggling. In the fulfillment of his duty, the customs inspector 
is responsible for investigating all suspec ted or actual violations of 
these laws; for searching persons and cargo entering into the United 
States; for seizing goods or merchandise the importation of which 
is forbidden, and for apprehending and detaining all persons 
suspected of or, in fact, violating these laws. No attempt will be made 
here to detail the infinite number of laws, regulations, and decisions 
which customs inspectors are required to enforce. In their enforce- 
ment duties, police powers as broad, and in some cases broader than 
those normally exercised by enforcement officers, have. been granted 
to customs inspectors by statute and recognized by the courts. Neither 
a warrant nor an arrest is needed to search in most circumstances. 
Customs inspectors are authorized to carry firearms, and they work 
in close cooperation with the Federal Bureau of Investigation, the 
bureau of Narcotics, and practically all other Federal, State, and 
local law-enforcement agencies. Prevention of the smuggling of nar- 
coties is the responsibility of the customs service, and many outstand- 
ing seizures of heroin and other narcotic drugs have been made by 
customs inspectors. 

By reason of long uninterrupted hours of duty, the position of cus- 
toms inspector is essentially « a young man’s job. Because of the arduous 
nature of their duties, many customs inspectors grow old before their 
time, and the often nerve-wracking and emotionally upsetting charac- 
ter of the work has resulted in physical breakdowns and many heart 
attacks. 

Of the 501 customs inspectors at the port of New York, approxi- 
mately 70 men could qualify under the “30 years of service regardless 
of age” clause of the bill. 

Customs inspectors enter the service at grade GS-7 ($4,525 per 
annum) and progress to the top of grade GS—9 ($6,250 per annum). 
The bill could conceivably produce to the Government a saving of as 
much as $1,725 per man per annum through the filling of vacancies at 
the GS-7 level, as each position becomes vacant through retirement. 
At the port of New York alone, 70 men would be eligible for retire- 
ment with a net saving of approximately $120,750. 

Mr. Rees. May I interrupt there? Would they be just as efficient, 
do you think? 

Mr. McCann. Yes. 

Mr. Rees. As a grade 9? 
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Mr. McCann. After 5 or 6 years, yes. And they would be far 
younger. 

Mr. Rees. You say the Government would save $1,725 per man be- 
cause they would not have to pay those filling the vacancies as much 
salary. 

Mr. McCann. Yes. 

Mr. Rees. But these other men would have been there longer and 
have had more experience. 

Mr. McCann. Yes, sir. 

The Cuamman. Of course in time the GS-7’s would be GS-—9’s and 
receive the same salary as the retired men. 

Mr. McCann. Yes, after 12 or 15 years. 

S. 2875 would indeed have far-reaching effects in improved em- 
ployee morale, while simultaneously providing a format of retirement 
more nearly commensurate with the duties and hazards of the position 
of customs inspector. 

The average age of customs inspectors throughout the country is 
approaching a high mark, and the force is in danger of becoming 
superannuated. At the port of New York the average age of inspec- 
tors is 45 years, and it is our understanding the average age is even 
higher throughout the country. We respectfully suggest that the 
committee review section 6 (c) of the bill, with the above thoughts 
in mind. 

We strongly suggest that the “thirty years of service regardless of 
age” clause be a part of the bill recommended by this honorable 
committee. An employee who has rendered 30 years of faithful service 
has, in truth, spent a lifetime in the service of the Government, and is 
deserving of retirement. Ina service such as the customs, the 30 years 
have been long and hard and have taken their physical toll. 

With respect to section 9 (a), referring to the computation of annui- 
ties, it is our view that the annuity should be computed at a straight 
2 percent for all years of creditable service. It is our considered posi- 
tion that the additional contribution of 1 percent by the employee 
makes such a method of computation both fair and reasonable since 
the employee is, in effect, paying the cost of any increased annuity. 

The question of survivorship is an important one and is the area 
where we believe further consideration is essential. ‘The many liberal 
features of this legislation will be effectively negated if the employee 
cannot provide protection for his widow and children except by reduc- 
ing his net annuity by a disproportionate amount. 

S. 2875 has so many fine provisions that the Senate is deserving of 
the praise and gratitude of every Government worker for passing it. 
We are happy indeed to endorse it, and earnestly hope that this com- 
mittee will find it equally deserving of support. 

Thank you, Mr. Chairman and members of the committee, for allow- 
ing me to appear here today and for your courteous attention. 

The Cuatrman. Thank you. Any questions? 

_ Mr. Creretxia. I am not going to comment particularly on the state- 

ment of Mr. McCann, but I want to pay tribute at this time to the 
people in the customs service, whom I have seen expedite thousands 
of people at a time, when everybody wants to be taken care of first, 
and they do a marvelous job. I have seen them at Idlewild and at the 
piers; they are on call 24 hours a day and are rendering a marvelous 
service. 
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Mr. McCann. Thank you. 

Mr. Moss. I would like to associate myself with the comments of my 
colleague. However, I would like to make one observation, and that 
is that a service the average age of whose members is 45 years is in 
danger of becoming superannuated. That makes me extremely 
sensitive. 

The Cuarrman. Thank you, Mr. McCann. 

We will now hear from Mr. Michael E. Markwood, president of the 
National Federation of Federal Employees. 


STATEMENT OF MICHAEL E. MARKWOOD, PRESIDENT, NATIONAL 
FEDERATION OF FEDERAL EMPLOYEES; ACCOMPANIED BY 
HENRY G. NOLDA, SECRETARY-TREASURER, NATIONAL FEDERA- 
TION OF FEDERAL EMPLOYEES 


Mr. Marxwoop. Mr. Chairman and members of the committee, I am 
Michael E. Markwood, president of the National Federation of Fed- 
eral Employees, and I am accompanied this morning by Mr. Henry G. 
Nolda, secretary-treasurer, of the National Federation of Federal 
Employees. 

We wish to strongly endorse S. 2875 and similar House measures. 
The measure as passed by the Senate contains a number of improve- 
ments which have been urged in resolutions adopted at the national 
conventions of our organization over a long period of years. How- 
ever, there are several amendments we would like to see embodied in 
the measure. 

Under “coverage”, section 2 (e) : Presently, by Executive order, the 
Commission has authority to exclude from coverage employees whose 
tenure is intermittent or of uncertain duration. Conferring the au- 
thority directly upon the Commission is an excellent approach; how- 
ever, the restriction “except that no employee shall be excluded from 
coverage who has had more than nine months continuous service” 
would appear to present many serious administrative problems in 
connection with the expansion and contraction of the Federal work 
force in times of a national emergency. Therefore, we suggest that 
the above quoted words be eliminated. 

Under “creditable service,” section 3 (a): We suggest that only 
separations in excess of 30 days be excluded from credit for retirement 
purposes. The proposed 3-day period will cover only administrative 
deficiencies in separations and rehires or transfers, and does not take 
into account the conditions which surround reductions in force. 
Budgetary limitations often prevent carrying an employee until he 
can be properly transferred to some other position in another employ- 
ing department. Thus, breaks in service in excess of 3 days are fre- 
quently encountered under such conditions. This is manifestly unfair 
to employees who may be caught in these circumstances, hurtful to 
morale, and results in considerable administrative difficulties. 

Section 6 (b) : The provision for optional retirement after 30 years 
of service, regardless of age, represents a marked step forward. 

The Civil Service Commission and the departments and agencies 
have considerably strengthened the career development program. 
After the proposed 30-year principle has been in operation for a 
period of time, the input of new employees could be more accurately 
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calculated, promotions would be opened up all along the line, and, 
thus we could increase incentive and in general, vitalize the service. 

Much has been said about the increased cost of the provisions. 
There is attached an article appearing in the May 11, 1956, issue of 
U.S. News & World Report, which is graphically illustrated with the 

caption “Many Pensions Go Begging: Here are the Facts.” It will 
be noted that only 15 out of every 100 ‘eligible Federal employees retire 
upon attaining eligibility. 

Section 6 (c): W e recommend the inclusion of all officers and em- 
ployees in the field service of the Bureau of Prisons, Federal Prison 
Industries, Incorporated, and the officers and employees of the Public 
Health Service assigned to such field service. This will remove past 
inequities. We feel that the employees of the disciplinary barracks 
of the Department of Defense should also be included. While these 
civilian employees are primarily engaged in the detention of military 
personnel, the hazard involved is equal to that of the employees in the 
groups mentioned above. H. R. 6273, introduced by Mr. Teague of 
California, contains the following language with respect to these 
employees: 


and those civilian officers and employees employed in the field services at Army 
or Navy disciplinary barracks or at confinement and rehabilitation facilities 
operated by any of the United States armed services, whose duties in connection 
with persons in detention suspected or convicted of offenses against the criminal 
laws of the United States, of the District of Columbia, and the punitive articles 
of the Uniform Code of Military Justice, involve direct contact with such persons 
in their direction, supervision, inspection, training, or employment. 

The Department of the Army operates 5 such barracks where 335 
civilians are employed, and the Navy operates 3 barracks having 91 
civilian employees. We request that these 426 employees be included 
in this bill. 

Mr. Gross. May I interrupt at that point? Why should there be 
civilian employees at military disciplinary barracks? 

Mr. Marxwoop. In wartime civilian employees were assigned to 
these particular installations. Many of them were former “Bureau 
of Prisons employees, and the Department of Defense wanted to ac- 
quire their services because of their special training and knowledge 
in handling prisoners. 

Mr. Gross. We are not at war today. 

Mr. Marxwoop. No; but we still have offenses being committed 
by members of the armed services which are identical with those com- 
mitted in civilian life. 

Mr. Gross. This is the first time I knew we had civilian employees 
handling prisoners in military disciplinary barracks. 

Mr. Marxwoop. I might say the Army barracks are located at Fort 
Leavenworth, Kans. ; New Cumberland, Pa.; Fort Gordon, Ga.; Fort 
Crowder, Mo. ; and Lompoc, Calif. The Navy installations are located 
at Portsmouth, N. H.; : Norfolk, Va.; and Camp Elliott, Calif. 

Mr. Gross. Thank you. 

The Cuatmrman. Those are the ones who have been sent to the in- 
stitutions to serve sentences ? 

Mr. Marxwoop. Yes. 

The Cuarrman. And they have civilian guards? 

Mr. Markwoop. Yes; and occupational therapists, and so forth. 
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Under section 7 (d), disability retirement : We oppose relating earn- 
ing capacity to the right to receive disability retirement. The Civil 
Service Commission Retirement Report for the fiscal year ending 
June 30, 1955, shows that 8,237 employees retired for disability during 
the period. These employees had an average of 17.6 years of service, 
with an average age of 56.5 years, and rec eived monthly annuities of 

$92. Some employees, who develop physical disabilities during the 
course of their working career, upon consulting their physicians and 
with consent of their supervisors and administrative officers, are 
placed in positions involving duties within their physical limitations 
and continue in service until the disability becomes such that retire- 
ment becomes necessary. In some cases, the salary immediately prior 
to retirement, as indicated in this section, might be the least they had 
received during their working career. This would be unsound and 
unfair. 

Section 9 (g) : Employees or members retiring under section 7, “dis- 
ability retirement,” should, as a matter of equity, be permitted to 
elect reduced annuities at time of retirement as otherwise provided in 
this subsection. The provision “and found by the Commission to be 
in good health” should be eliminated because, obviously, employees 
retiring because of disability can and often do have dependent parents. 

Section 8, page 44, effective date: We recommend that, due to the 
substantial number of employees who will be affected by this act, the 
effective date be the first day of the second calendar month following 
the date of enactment except as otherwise provided therein. Public 
Law 369 should be amended to terminate on the effective date of this 
bill. 

In summary, we would like to point out that the proposed bill, 
if amended as recommended, will provide an added incentive for these 
career employeees now on the rolls to remain in the Federal service, 
and will do much to attract and hold competent men and women 
in the future. There has been considerable publicity about the added 
costs of the increases in benefits, but little has been put in the record 
as to the cost of turnover in Federal employment. According to the 
Hoover Commission Report on Personnel and Civil Service, replace- 
ment costs run about $500 _per employee or, during the year 1954, 
the total cost, based on a 557,000 turnover, would approximate $278 
million. An attractive retirement program adds greatly to the career 
service and must be regarded in its relation to all the other factors 
of good personnel : administration. 

Through the years, successive improvements in the Retirement Act 
have been accomplished. The act has amply proved its worth, not 
alone to the employees, but to the people and Government of the 
United States as a vital part of the career-service system. During 
all of these nearly 36 years, the administration and functioning of 
this legislation has been exempl: ry. 

S. 3875 and similar House bills provide for the most comprehensive 
revision of the law since its enactment, and within the framework of 
the Federal retirement system, without encroachment. 

When I had concluded my statement before a subcommittee of the 
Senate Post Office and Civil Service Committee, the following query 
was made by Senator Neuberger : 


You have proposed quite a voluminous amount of amendments to the present 
bill. It has been estimated that the Johnston bill as written may cause the 
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employees to contribute somewhat higher to the bill. Just glancing over your 
amendments and thinking of the figures that have been furnished the committee 
by the Civil Service Commission, it might conceivably take an 8-percent con- 
tribution from employees. Would you be willing to go that high? Should em- 
ployees be willing to go that high for these amendments? 


I replied : 


Yes; because of we are going to maintain the integrity of the fund, and if 
once and for all eliminate attempts to give us something that has a broader base 
on a tax basis, we certainly would. 


It has been the very clear experience of the National Federation 
of Federal Employees that career employees are willing to pay their 
fair and reasonable share of the increased costs of worthwhile im- 
provements in the retirement system and, also, to insure permanently 
the stability and actuarial soundness of the retirement fund. 

I appreciate the opportunity of appearing before the committee 
today and will be glad to answer any questions. 

(The following material was submitted by the witness :} 


[U. 8S. News & World Report, May 11, 1956] 
Quit WorK AT 65? TREND Is AGaINsT IT 


The urge to retire on a pension and take it easy turns out to have been only a 
dream. Most people don’t want to retire. 

Unions fought long and hard for pensions at 65. Now they want the retire- 
ment age raised. Why? It costs too much to quit. 

For more than 20 years, pressure built up in this country for pensions—an 
assured income for everybody in old age. Government set up social security, 
offering retirement benefits to millions. Thousands of companies adopted old- 
age plans for employees to supplement social security. Labor unions called 
strikes to win pensions for their members. 

Now, with the great majority of workers covered by one or more of these re- 
tirement systems, an unexpected thing is happening. 

Pensions are going begging. The typical worker at age 65, it turns out, does 
not want to retire. Given a chance, he passes up the pension he has earned 
and goes on working for years past retirement age. He wants the pension to 
be available, but as a last resort. If his health still is good, he’d rather stay on 
the job. 

As a result, a new kind of pressure is showing up. Labor unions are demand- 
ing an end to a rigid rule on the age when a worker has to retire. Instead, what 
is wanted is a “flexible” plan. This would give a worker the right to retire at 
65. But it would allow him, if he wishes, to keep working until age 68 or 70. 
This already is being done in some industries. 

In Congress, there are demands for rules making it easier for older workers 
to hold jobs and still draw social-security pensions. Already, pensioners 72 and 
older are exempt from any limit on the amount they can earn without losing 
their social-security benefits. The exemption formerly did not apply until age 
75. For those 65 to 72, the limit on what they can earn without losing any 
benefits has been raised from $75 to $100 a month. Pressure is building for 
further easing of these rules. 

Lower age for women.—There’s also a move in Congress to lower from 65 to 
62 the age at which women can start drawing social-security benefits. The main 
idea here is to allow couples to draw the maximum benefits for husband and 
wife sooner than is possible now. Most husbands are 2 or more years older than 
their wives. When a worker reaches 65 he can draw only his own individual 
benefits—until his wife reaches 65. Then she is entitled to an additional pension 
equal to one-half of the amount he draws. Many workers now delay their 
retirement until their wives reach 65 and maximum benefits can be drawn. 

Demands also are being made in Congress to let Federal employees work 
beyond the present age limit of 70. 

All over the country, employers report that workers are objecting to retiring 
at 65 on pensions, mostly because of the loss of pay they would suffer. Now 
this attitude is confirmed by latest figures on how many workers continue on 
the job after they could begin drawing pensions. 
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Few quit by choice—As shown by the chart on page 102, most workers go 
on working after they reach retirement age. Many of those who retire at 65 
do so because of poor health or because their companies have a rigid limit on 
age of workers. d . 

Among workers reaching 65 who could retire and get social-security pensions, 
6 out of 10 continue on the job; 1 of every 3 keeps working until 70 or beyond. 

In all, there are now 1.2 million people still at work who could draw social- 
security pensions if they retired. 

Nearly 4.5 million retired workers are getting social-security pensions, but 
only 5 percent of these workers quit at age 65 in good health and of their own 
accord. The average older worker does not apply for social security until 
he is 69. 

Nearly two-thirds of workers who become eligible for railroad-retirement 
pensions at age 65 continue to work; 1 of every 6 stays on the job to age 70 or 
beyond. The average railroad worker retires at 68. 

yovernment employees can retire on pensions earlier than most workers 
eovered by social security and company plans—but very few of them do. 
Eighty-five percent go on working after they could quit and start getting pensions. 
Many object to retiring at 70. 

Company pension plans make retirement more attractive to workers by 
adding to the amounts they will receive from social security. Even so, only 
40 to 50 percent of workers who could get pensions under these plans retire at 
the age of 65, according to industry estimates. 

The objections of most workers to having to give up their jobs at 65 are 
resulting in the adoption of flexible plans by many companies—often on the 
insistence of unions. Contracts of the Textile Workers Union of America, for 
example, give the employee the right to retire at 65 but, if he chooses, he can 
keep working until he’s 68. After that, if he wants to continue he has to apply 
on a year-to-year basis. 

A rigid limit on age is favored by many companies because it enables them to 
get rid of inefficient workers without friction, to make room for advancement of 
younger employees. 

Officials of these companies generally concede that some workers at 65 still 
are as able and as efficient as others who are younger. But if these older workers 
are allowed to continue, the officials contend, then complaints of favoritism are 
made by others who no longer are efficient but also want to work past retirement 
age. 

Some companies like flexible plans for the very reason that they are able to 
keep workers with special skills, workers they would lose automatically under a 
rigid limit. Later retirement also holds down pension costs. 

Workers want later retirement for more reasons than their reluctance to take 
a big cut in pay. Many want to continue the companionships of the office or 
plant, to retain the prestige of the job. They dread the feeling of being on the 
shelf, fear loneliness and the boredom of idleness. But the biggest worry still 
is whether they would be able to get along on the pension they would have if they 
retired, on a fixed income that would shrink with each upward turn of the price 
spiral. They couldn’t come back for a raise. 

The top pension a worker can get under social security is $108.50 a month 
unless his wife also is 65, in which case they receive $162.80 a month. Not many 
workers now approaching retirement age can qualify for that amount. 

For those who already have retired, the average pension check is less than 
$65. For railroad workers in retirement, it’s just over $100. The average 
Federal employee who has retired under civil service gets a little less than $120 
a month. 

A worker who is covered by a company plan is entitled to a pension that in 
many cases will equal his social security pension, but this varies from plan to 
plan. 

So, to most of these workers, retirement on the pensions they would have to 
live on doesn’t seem too attractive. They would rather wait a while to retire— 
until they have to, or until the financial outlook is a little brighter. 

The national problem presented by these older workers who don’t want to 
retire is growing and will continue to grow. There are now 14.4 million of 
these senior citizens 65 or over. Their ranks will swell to more than 20 million 
by 1975. And pressure will grow for later retirement or bigger pensions—or both. 


The Cuamman. Are there any questions of Mr. Markwood? 
Mr. Ress. I have about two questions. 
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I notice that you represent one group of Federal employees and Mr. 
Campbell represents another. How many do you represent in your 
organization ? 

Mr. Marxwoop. Around 100,000, Mr. Rees. 

Mr. Rees. And you designate yourself as the National Federation 
of Federal Employees 4 

Mr. Marxwoop. That is correct. 

Mr. Rees. Do you claim to have members who belong to both 
groups? Do employees belong to your group and also to Mr. C Camp- 
bell’s group ? 

Mr. Marxwoop. I could not answer that for a certainty, sir. 

Mr. Rees. You are a separate group anyway ? 

Mr. Marxwoop. We certainly : are 

Mr. Lestnsxr. You are pointing out the fact that a lot of employees 
now take their retirement at age 62. I think that is noteworthy be- 
cause I believe that all the figures they propose to the committee are 
figured at age 62. This 15 out of every 100 eligible Federal employees 
that retire upon attaining eligibility is an indication of the fact that 
their figures could be wrong. 

Mr. Marxwoop. This was done by a private research organization. 
You will note on the special report to the right of the top of the first 
page, and with respect to Government employees, they say this: 

Government employees can retire on pensions earlier than most workers 
covered by social security and company plans but very few of them do. Wighty- 
five percent go on working after they could quit. 

In other words, I presume the persons who compiled these statistics 
took into account the optional features of retirement which we pres- 
ently have. 

Mr. Lestnsxr. The point that I want to bring out is that the people 
who are willing to work and capable of working still continue on after 
retirement age. 

Mr. Marxwoop. That is right, except for the 15 out of the 100 who 
elect to go out when they attain what is probably the maximum benefit 
after a 30- -year work life. 

Mr. Cuatrman. Are there any further questions? 

If not, the next witness will be Mr. James Campbell, president, 
American Federation of Government Employees. 

Mr. Moss. May I make an inquiry? How long does the chair 
entertain sitting this morning ? 

The Cuairman. I think that we had better quit. I did not know 
that it is as late as it is. It is after 12 o’clock and the House is in 
session now. 

Mr. Campbell, we will have to call upon you as the first witness at 
our next session which will be next Tuesday morning at 10 o’clock. 

Mr. Campsety. If it meets with your approval, I w vill submit this 
statement for the record. 

The Cuatrman. Just suit your own desires about that. If you want 
to submit it for the record and not come back Tuesday morning, that 
will be per fectly agreeable. 

Mr. Campese.. I will come back Tuesday morning. 

The Cuarrman. I have here a statement from Mr. Dillard B. Lasse- 
ter, executive officer, Organization of Professional Employees, United 
States Department of Agriculture, and a statement by Mr. Edward 
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J. Shaughnessy, district director of the Immigration and Naturaliza- 
titon Service for the New York District, that I would like to have 
inserted in the record at this point. 

Mr. Rees. I have known Mr. Shaughnessy for a number of years. 
Het is one of the outstanding career officials of our Government. We 
are glad to have his statement with respect to this legislation, 

(The statements referred to are as follows:) 


STATEMENT CONCERNING S. 2875 sy Dittarp B. LASSETER, EXECUTIVE OFFICER, 
ORGANIZATION OF PROFESSIONAL EMPLOYEES OF THE UNITED STATES DEPART- 
MENT OF AGRICULTURE, WASHINGTON, D. C, 


My name is Dillard B. Lasseter. I am executive officer of the Organization 
of Professional Employees of the United States Department of Agriculture, 
usually referred to as OPEDA. 

Our organization appreciates this opportunity to appear before this committee 
to endorse another constructive piece of legislation, embodying progressive 
principles that have been of long and continuing interest to our membership. With 
your permission, then, I should like to present the views of our organization on 
8S. 2875. 

Let’s start with some known facts. For the fiscal year 1955, the last year for 
which figures are available, the receipts and expenditures of the civil-service 
retirement system were as follows: 


Million 

Employee contributions... 2 A atdhibbnstite Jdecdbolets td Dekel oe $440 
rene nes rr oo a ee it eee eed ud ike 3 

Bar eee nt ee ed pe eee ld 234 

SR ene eee a a kadai wlibcneiadbaabite 708 

I I a a ace osetia nce abe co mcs conde ab enna cians 428 


Cee eT eee ee athe tecdine ebateinntiretabibkenth 280 
Accumulative totals: Billion 
CN ahi tas acacia ecb aye bites nentammnies $10.332 
I A Ci bcs icc a i tienes perenne 4.161 


I a 6.171 


Apparently the item that is now receiving primary consideration by your com- 
mittee is; What are these new benefits going to cost the Government? Some addi- 
tional estimates have been publicized that were not available when OPEDA made 
its presentation to the Senate Committee on Post Office and Civil Service. De- 
pendent upon whose estimate you choose, you can now learn that the total cost 
of these additional benefits range from $245 million, as claimed by some of the 
sponsors of the bill, to an extreme of $454 million. The extreme estimate, there- 
fore, predicts that the new benefits would cost 106 percent of the total cost of 
operating the entire system for the fiscal year 1955. We consider this a highly 
exaggerated estimate. We do not consider that it can be supported by realistic 
actuarial figures. We also consider the $245 million estimate of some of the 
sponsors to be an overstatement. 

We feel that since maximum average benefits under the bill are under 30 per- 
cent, a total increase of less than $165 million (30 percent of the $550 million that 
it is estimated it will cost to run the system in fiscal year 1956) would adequately 
finance the new benefits. Employees would contribute at least 50 percent of 
this sum. 

It is a well-recognized fact that all except the three lowest classified Federal 
pay grades lag from 7.1 to 47.5 percent behind the cost of living, as indicated in 
the Consumer Price Index. Government salaries are not competitive with in- 
dustry and business. Therefore, if the Government is to hire and hold capable 
men, it is necessary to make the fringe benefits attractive enough to compensate 
for the lower pay scale. Adequate retirement benefits—as exemplified in S. 
2875—we believe to be the most important fringe benefit that this Congress can 
approve. Enactment into law of S. 2875 will, we submit, do much to compensate 
for the differential in pay scales between industry and Government. 
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This bill was passed in the Senate by a voice vote, reportedly within hours 
after a White House conference held to reduce the benefits to cut the costs. 

We would respectfully urge that this committee render a favorable report on 
the bill without further amendment. 


STATEMENT IN Support or 8. 2875 sy Epwarp J. SHAUGHNESSY, DistRIcT DIRECTOR 
OF IMMIGRATION AND NATURALIZATION SERVICE 


Statement in support of the Johnson bill, S. 2875, by Edw. J. Shaughnessy, 
district director of the Immigration and Naturalization Service for the New 
York district, on behalf of himself, those employees in the district whose names, 
positions, and length of service appear hereinafter, and many other employees 
whose names do not appear. 

As will be noted a number of the signers of this statement have had more than 
40 years of service in Government but hesitate to retire under the existing laws 
ooeeeee of the inadequacy of the financial return in view of the existing high cost 
of living. 

During the debate in the Senate three amendments offered by the administra- 
tion leaders were adopted (1) putting a ceiling of $1,800 on surviving children 
under 18 years of age instead of a $600 annual payment for each such child 
regardless of the number of children, (2) striking out any social security tie-up 
with the civil service retirement and (3) increasing to 8 percent the deductions 
from the salaries of members. 

We believe these to be sound amendments. Furthermore, as senior members 
of the service we are inclined to feel that a 30-year optional provision regardless 
of age, as provided in the bill, is not too advisable at the present time. In saying 
this we realize, of course, that the military services in seeking recruits advance 
the inducement that a man can retire at 38 years of age if he joins up at 18. 

While we have mo objection to striking out the proposed 30-year-optional re- 
gardiess of age and retaining the present 30-year-optional at 55 years of age, 
we do not believe there would be too many employees under the proposed 30-year 
plan who would retire at much less than the present age of 55. This con- 
clusion is based on the fact that today more than ever before young people are 
acquiring higher education prior to entering civil service, and also because of 
the fact the average young man has to look forward to about 2 years of mili- 
tary service before entering civil service. 

An amendment to limit the 30-year-optional service regardless of age was 
defeated 46 to 36, but we feel nevertheless that it still offers a good compromise 
to save the better features of the bill and bring it within the broad provisions 
of the administration’s program. 

A provision in the bill on spouse survivorship would amend the present law 
from a full 10 percent deduction (except for 5 percent of the first $1,500) 
plus three-fourths of 1 percent for each year the spouse is under 60 years 
of age at the time of the employee’s retirement, to a 10 percent deduction 
on all over $2,400 retirement pay. An attempt to restore the original survivor- 
ship deductions was defeated 63 to 16, so it hardly seems to be the temper of 
the Senate to disturb this provision of the bill. Nonetheless, if it would save 
the basic provision of the bill; namely, increasing the retirement percentage 
from 1144 percent to 2 percent, it might be well to attempt to effect a compromise 
of some sort on this provision. 

It is our view that a sound civil service retirement plan for the future should 
eventually call for graduated increases in deductions, possibly up to 10 percent. 
It is common knowledge that the average salaried person has no opportunity to 
set up a nest egg on voluntary savings sufficient to take care of financial needs 
in later life. Those of us who were in the service prior to 1920 when there was 
no retirement law greatly welcomed the passage of the first law which required 
a 2% percent deduction. As years went by we welcomed each increased deduc- 
tion to 3% to 5—then to 6 percent because we realized it meant better and better 
retirement. 

If the deductions finally went to 10 percent an employee with 30 years or 
more service could look forward to greater security as his retirement income 
would not be too far from his nominal income. Incidentally, we have been 
informed by a former employee of the United Nations that Organization con- 
tributes twice as much to the retirement fund as do the employees. 
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It is our hope the bill, with its better features retained, particularly the basic 
feature of 2 percent retirement, will receive the favorable consideration of the 
committee and eventual passage by the House. 


Length 
of service 
Name Age (years) 

I i iii Bicheno michentintiakimidiiiin 67 46 
ee  icsdeeietnicceerein eiebersenswiknererewnperioaierions 63 42 
ees anime eehesesana deiohdaninilstasnsiininanii 63 41 
at cece cdsis Hs soincsntcbanesbnis ei 60 40 
I acniaisieinbintaicaniseniapanntnarteanascamubiniae 58 37 
I archaeal hic tere aberdeen acer eats cree eneienerernienes 55 30 
ae har ehnaceceiasionies eb aialieapinipeainloueanialooes 68 25 
Dr Te cscaren hs deh diced Remains eabea ancien Aisin suaabalphaaniiiiieae 61 25 
alah ig seicemiin 66 32 
usd iigtaoetinianeicenmnetikon eae a 56 $7 
ical laras cintecinenstnencmiataagininenresesaties sases snegeanlisiaateonstersndeae esate 61 34 
then crerain pend ite erdreshe mean eae ecinlitistants 56 28 
Se haar aenpnataseoieaneilaeibaanes 53 30 
Ri ciciaicatiaannten ceineniniainpap nares lginileias tmnt einai mie 38 
Te ee ease ecdathion ie bias eiah ea aoatioueodclepineemeernty 59 38 
ee aN ek St lad cecal a eects hele ilschnthsiacceln deans eine lansertnleioaed 56 38 
i ns cians tih webb ininincienmnsnnmmennen 55 30 
ee I is a bibs ig in ninco gle s coesbabtndhaiasadeaitemeale! fae. eae 63 40 
id eslesusnssenusgeintlipe ube paeemeeiehenninnsns-eencinbsaree'w 54 32 
ek a cicn catering aicsensndceeeunspabenanmencnanes 54 30 
gn Siew ee - 59 24 
BN i ace th sisnmenily dnetiscetsiis dnc hehe Ald viaticiat hip anlbitncalcn tsi 62 15 
I seams hehaiwrersiiewnieia 62 2 
SR acdsee acetates panies = salelihdiigliadha pens hed sotightasaiat 60 16 
pg ER a ae ee 64 17 
a deca etieabientnnrlbtnn ates aie alintamlapes i hrs 68 41 
a ee tat ta ete emotndiek cheb babeceme 61 36 
Ea a ee ene 52 32 
Henares ©. Sewell... ..-- Se ag els aang inet ion ee 62 36 
Cia guanine masini 60 18 
ne bee dicdd bbae chivas hinninn 53 35 
ea ree ale nde be iihin ule Sadieepinh Ueki eninim ames 44 25 
ies nlieimnnnenannet js 56 35 
a as aie ereemigicnunantnns 60 35 
Rae Be. cn... ae a ae 61 38 
a as catelekdce aeaes edes ans den onthe oddone 53 33 
I ice acim aessseigeiplunds pocsdimiai 56 31 
DS i k  sibane 60 37 
I al sepanuinianmmenm al at es 53 25 
PO A ee a a 54 20 


The Cuarrman. The committee will stand adjourned until tomorrow 
morning at 10 o’clock. 

(Whereupon, at 12:05 p. m., the committee adjourned to reconvene 
the following day.) 
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TUESDAY, JUNE 26, 1956 


House or Representatives, 
ComMiITreE ON Post Orrice aNp Crvin Service, 
Washington, D.C. 

The committee met at 10 a. m., Hon. Tom Murray (chairman) 
presiding. 

The Cuamman,. The committee will be in order. 

Hearings will be resumed by the committee on S. 2875 and similar 
House bills relating to retirement legislation. 

The first witness listed this morning is Mr. James Campbell. How- 
ever, I will call Mr. Charles E. Puskar, secretary-treasurer of the 
National Postmasters, who desires to make a short statement. He 
has to take a plane or train for some convention in a short time and, 
for that reason, desires to be heard first. Mr. Campbell has acquiesced 
in his being heard first; then I will call him. 


STATEMENT OF CHARLES E. PUSKAR, SECRETARY-TREASURER, 
NATIONAL ASSOCIATION OF POSTMASTERS 


Mr. Pusxar. Mr. Chairman and members of the committee, I deeply 
appreciate this courtesy and thank Mr. Campbell. 

The Pennsylvania postmaster chapters are meeting in Bethlehem, 
Pa., and the convention started yesterday. I am afraid if I do not get 
up there for at least 1 day of their convention, I would not be allowed 
to go back there. 

1 am accompanied this morning by Mr. George W. Grader, adminis- 
trative assistant in our Washington office. 

My name is Charles E. Puskar. I am postmaster at Imperial, Pa., 
and executive secretary-treasurer of the National Association of Post- 
masters of the United States. In this latter capacity, I am represent- 
ing our association at the direction of our president, John IF. Fixa, 
postmaster of San Francisco, Calif. 

Mr. Chairman, we have 33,698 members, which is more than 88 per- 
cent of the 38,000 postmasters in the United States, and we are grateful 
to you, Chairman Murray, and the members of your committee, for 
this opportunity to express our views regarding the civil service re- 
tirement system. 

Postmasters today, more than ever before, feel secure in their jobs 
under the Rampseck-O’Mahoney Act, and like all Federal personnel 
with civil-service status, can look forward to a life career in the postal 
service as long as they efficiently and conscientiously manage their 
respective offices. That fact makes the liberalization of the civil serv- 
ice retirement system of paramount importance to us. 
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The organization that I represent here endorsed S. 2875 when the 
bill was under consideration by the Senate Post Office and Civil Serv- 
ice Committee. At that time, I testified that: 

In view of the liberal benefits we would receive under the bill, the large 
majority of our members would have no objection to paying an additional amount 
above the 6 percent of our salaries presently being paid into the civil-service re- 
tirement fund, in order to lower the net cost to the taxpayers of our Nation. 

We are pleased that the United States Senate has acted favorably 
on this bill. However, after passage of the bill by the Senate, an 
alarming discrepancy was apparent in the bill, in that those earning 
$2,500 or less per year would receive no increase in annuities, Ap- 
proximately 12,000 of our members in fourth-class offices, although re- 
quired to pay an additional 1 percent in contributions, based on their 
salaries, into the civil service retirement fund, would receive no in- 
crease in their retirement annuities. The president of our association, 
John F. Fixa, in a bulletin to our chapter officers last May, pointed 
out this discrepancy in S. 2875, and stated that it was his belief that 
it was not the intention of the sponsors of the legislation, nor those 
who voted for it, that postmasters in the lower salary brackets would 
receive no increase in annuity payments. Therefore, our association 
respectfully requests this committee to correct that inequity in the 
bill by substituting the following language in section 9 (a), under the 
heading, “Computation of annuity, on page 59 of the bill, from line 9 
to line 19, inclusive : 

Sec. 9. (a) Except as otherwise provided in this section, the annuity of an 
employee retiring under this act shall be (1) the larger of (A) 1% percent of 
the average salary multiplied by so much of the total service as does not exceed 
5 years, or (B) 1 percent of the average salary, plus $35, multiplied by so much 
of the total service as does not exceed 5 years, plus (2) the larger of (A) 2 per- 
cent of the average salary multiplied by so much of the total service as exceeds 
5 years, or (B) 1 percent of the average salary, plus $35, multiplied by so much 
of the total service as exceeds 5 years. 

This suggested substitute language in section 9 (a) would have the 
desired effect of providing an equitable increase in annuities to post- 
masters in the smaller offices, comparable to the benefits provided the 
large majority of postal employees under the bill. 

I will not burden the members of this committee with lengthy testi- 
mony of our views on the financing and technicalities of S. 2875. 
However, as responsible citizens and as postmasters, we are deeply 
interested in having a bill reported by this committee that is practical 
and that can be enacted at this session of Congress. 

The United States Civil Service Commission has made recommen- 
dations to liberalize the Civil Service Retirement Act that would re- 
quire the Government to arse the funds necessary of approximately 
$165 million. It is our belief that the more liberalized benefits pro- 
vided in S. 2875 are preferable, and inasmuch as the employees would 
bear $90 million of the total cost, due to the increase from 6 percent to 
7 percent in the deduction rate, the difference in cost to the Govern- 
ment would not be exorbitant. 

Therefore, we respectfully request this committee to favorably re- 
port S. 2875, with the reservation that section 9 (a) be amended as 
suggested in this statement. 

The CHarrMan. Can you give us approximately how much the in- 
crease for those employees who retired with a salary of $2,500 or less 
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would amount to under your recommendation? In this bill it is 1 
percent plus $25, is it not? 

Mr. Pusxar. That is right. 

The Cuamman. Just take the case of an employee who has had 30 
years’ service at age 60 and a salary of $2,500: What would his present 
—_—, be and what would it be under your proposal ? 

Mr. Pusxar. I have the breaking point in our recommendation and 
the present S. 2875, as passed by the Senate, is $3,800. In other words, 
the recommendation I have made would give about 20 percent increase 
in the annuity over the present law and would make it equitable with 
the others. In other words, if you will take my figure of $3,400 after 
35 years’ service—— 

The Cuairman. At the five highest years of their salary ? 

Mr. Pusxar. Yes; under the present S. 2875, as passed by the Sen- 
ate, the man who made $3,400 for the 5 highest years would receive an 
annuity of $2,295. And under our recommendation 

The Cuarmman. That is his salary—$3,400? 

Mr. Pusxar. That is his salary, $3,400, and 35 years’ service. And 
under our recommendation, where we add $35, his annuity would be 
$2,415. 

Our recommendation works it so that postmasters in those brackets 
under $3,800 get a 20-percent increase in annuity over the present 
retirement bill. 

The Cuarrman. I understood you to say there would be no increase 
for those who receive $2,500 or less? 

Mr. Pusxar. There is no increase at all for those who receive $2,500 
or less under the bill as passed by the Senate; but it also reduces the 
annuities for those under $3,800. 

The Cuairman. But they are not reduced from their present retire- 
ment ? 

Mr. Pusxar. No; but they are not comparable to the people who 
make over $3,800 in percentaze. Their percentage increase over what 
they receive at the present time is 10, 8, and 15 percent. In S. 2875 as 
passed by the Senate, I think the increase goes up to as high as 25 per- 
cent, but the average over $4,000 is about 20 percent. What we tried to 
do was to work out something to give postmasters under $3,800 an 
average 20-percent increase in annuity over the present bill. 

The Cuatrman. What would be the increase for an employee who 
has 35 years, and whose highest salary is $2,500, over the present exist- 
ing law? 

r. Pusxar. I do not have that worked out. 

The Cuamman. You say the higher the salary the higher the per- 
centage increase is under this Senate bill? 

Mr. Pusxar. Yes; I understand that is true. 

Mr. Rees. You talk about the $2,500 because, as you suggested, there 
would be no increase in the amount of retirement for the person who 
retires who receives $2,500. Now, then, let us take this person with 
$2,500 salary, who served, we will say, 30 years or 35 years and has 
reached the retirement age: Approximately what is his retirement 
benefit now; do you know? 

Mr. Pusxar. No;I donot. I do not have that figure worked out. 

Mr. Rees. But you just know under the bill there would be no 
change in amount? 
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Mr. Pusxar. They would receive no increase whatsoever in their 
annuity at $2,500 or under. 

Mr. Rees. They would continue to receive the same annuity ? 

Mr. Pusxar. As under the present law. In addition to that, the 
bill provides for paying an additional 1 percent as it stands now into 
the retirement system; so they would be paying an additional 1 per- 
cent of their salary and would still receive no increase whatsoever in 
their annuity. 

Mr. Rees. Do I understand your testimony to indicate that the man 
who retires with a salary, say, of $6,000 gets more in proportion than 
one who retires with a salary of but $4,000? 

Mr. Pusxar. That is my understanding of the bill. 

Mr. Rees. That the increase is a percentage increase; is that right ? 

Mr. Pusxar. Of that, I am not sure; I would not be able to say that, 
because I have not gone into the bill that thoroughly on all of the 
percentages. I do understand from the report on the bill that the 
percentage varies on salaries and that the average increase over the 
= law for those making over $4,000 is approximately 20 percent, 

ut goes up in some cases to as high as 25 percent. 

Mr. Rees. This measure is somewhat different, then, from other 
measures before the committee in respect to an increase in retire- 
ment benefits ¢ 

Mr. Pusxar. Yes, I believe it is. What we are trying to recom- 
mend is that all Federal employees be given the same percentage in- 
crease. 

Mr. Reese. I just wondered if that was what you were driving at. 

Mr. Pusxar. That is what I am aiming for. We believe all should 
have the same percentage increase. 

The CuarrMan. You want this fund continued on a sound actuarial 
basis, do you not ? 

Mr. Pusxar. I do. 

The Cuatrrman. You do not subscribe to the theory that the Gov- 
ernment owes any retired employee a living, do you, just because he 
retires ? 

Mr. Pusxar. No, I do not. But I do subscribe to the theory we 
should have the same consideration for all citizens under the Social 
Security Act. I believe we should have the same amount of benefit 
in proportion to the amount we pay into the retirement fund and, as 
an employer, I believe the Federal Government does owe the Federal 
employee something, the same as private employers owe their em- 
ployees something by having a retirement fund or a retirement system. 

The CHarrMan. I just want to know if you agree with this strange 
philosophy of some that this retirement fund should be a charity or 
welfare fund. 

Mr. Pusxar. On the contrary, you note from my testimony I said 
we were the first ones before the Senate committee that testified and 
said we felt the cost of the bill was too great for the citizens to bear, 
and the employees should bear their proportionate share of it by hav- 
ing our deduction increased, by having our contribution increased. 

The Cuarrman. But in this day and time you never hear of the 
philosophy of saving for a rainy day, or practicing thrift; it looks 
like everybody wants to depend, or so many want to be dependent, 
on the Government to keep on supporting them for the rest of their 
lives after they retire. I cannot go along with that philosophy. 
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I am interested in getting a retirement bill, but I want a sound actu- 
arial fund; I do not want to see us pile a tremendous debt upon future 
generations for employees who retire 20 or 25 years from now. We 
have not begun to feel the impact of retirement yet. Because of the 
heavy increase in demand on the fund from 1941, 1945, and 1946, and 
World War II, by 1975 or 1980 there is going to be a tremendous 
load on the retirement fund on account of employ ees who retire then. 
The retirement now is just moderate compared to what will happen 
25 years from now. 

Mr. Davis. Did I understand you to say for the person drawing 
$3,400 a year now his retirement annuity would be $2,295 under the 
present arrangement, but it would be $2,415 under the Senate bill? 

s that what you =, d 

Mr, Puskar. No. I said under the bill as passed by the Senate, 
S. 2875, the annuity if we adopt the present $3,400 after 35 years’ 
service would be $2,295; but, under the computation recommended in 
my testimony, it would be $2,415. 

‘Mr. Davis. It would be increased by $120? 

Mr. Pusxar. That is right. 

Mr. Davis. What is it under the present plan ? 

Mr. Puskar. $2,065 under the present plan. 

Mr. Davis. Then your proposal, you said, would add about 20 per- 
cent to the present retirement annuity ? 

Mr. Puskar. Approximately. Under the bill as it is, it is a little 
over 10 percent; it raises it from $2,065 to $2,295. I mean under 
5. 2875 as passed by the Senate. 

Mr. Davis. Mr. Chairman, a few days ago somebody was going to 
put in the record information which you asked of this witness. It 
was Mr. Keating. 

The Cuarrman. That is correct. 

Mr. Davis. I wonder if that has been filed. 

The Cuarman. I do not know whether it has or not. 

Mr. Davis. Do you know, Mr. Johnson, if the information which 
Mr. Keating said he would furnish for the record has been filed as 
to what the. present retirement is for postmasters drawing $2,500? 

Mr. JoHnson (committee counsel). Not yet; I will follow up on the 
request, 

Mr. Moss. I am interested in whether you intended to leave the 
impression that the percentage increase in the total annuity was 
larger at the larger salary and smaller at the smaller salary under the 

Senate bill ? 

Mr. Pusxar. Under the Senate bill, I understand it varies. 

Mr. Moss. You would not want, then, to leave the impression that 
the higher salary group would receive a higher pe reentage of increase ? 

Mr. Puskar. The higher salary group above $3,800 “do, under the 
present bill. 

Mr. Moss. Do you have any figures to illustrate that percentage- 
wise? I am not talking about the greatest proportion of the increase, 
but the percentage increase. Do you have any figures to indicate your 
statement is correct ¢ 

Mr. PusKar. I do not have them available; no. 

Mr. Moss. You indicate they would receive approximately 10 per- 
cent for 35 years’ service on $3,400 salary under the language of the 
Senate bill. 
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Mr. Pusxar. That is right. 

Mr. Moss. Then you are intimating that if they had a salary of 
more than $3,800 the percentage increase would be in excess of 10 
percent ¢ 

Mr. Pusxar. Yes; that is right. 

Mr. Moss. Mr. Chairman, I would like to ask for those figures to 
be supplied. 

The Cuarrman. I will ask that they be supplied. 

Mr. Puskar. We will be very happy to supply them. 

(The information referred to follows :) 


Annuity computed under present law and 8S. 2875 at 30 years of service and 60 
years of age 





| Annuity un- | Annuity un- 

' der present | der proposed | Dollar Percentage 

| law } S. 2875 in | increase increase 
present form | 


2,500__ .- iene otaceaene $1, 500 $1, 500 None 
$3,000. _ - pokes id aban eed oe , 650 1, 775 
oS: ee St fans "390 2 215 | 

$4,000. —- Srenheabe oon ‘950 2. 325 | 

$5,000... ........ hae padlns umes 2, 250 2, 875 | 

a acim uras yocacokmmaeers 2, 700 | 3, 45 


1 Does not include provisions of Public Law 369. 


Mr. Pusxar. I point out that with the application of Public Law 
369 (a temporary measure), an pa with an average 5-year salary 
of $2,500 or less actually would suffer a reduction in annuity if S. 2875 


were enacted in its present form, and at the same time he would be re- 
quired to pay 1 percent more in the form of employee contributions. 

Mrs. Sr. Grorcre. Mr. Puskar, I gather from your testimony that 
this is entirely on a sliding scale and, as the salary goes up, the per- 
centage scale goes up, and your intention would be to have all of these 
salaries on the 20-percent basis; is that correct ? 

Mr. Pusxar. On an equitable basis, whether 20 or 25 percent— 
whatever percentage this committee decides. Our suggestion was to 
make it equal for all. 

Mrs. Sr. Groreer. I cannot see why it should be on a sliding scale; 
that the ones receiving below $2,500 would have no increase in their 
annuity, and the ones over $7,000 would get 10 or 15 percent. And 
that is your understanding of this. 

Mr. Pusxar. That is correct; that approximately 12,000 of our 
members in fourth-class offices would be required to pay an additional 
1 percent in contributions, but receive no increase in their retirement 
annuities. 

Mrs. Sr. Grorce. I do think we should have those figures Mr. Moss 
asked for. 

The CuatrMan. I agree with you. 

Mr. Crepersere. Other than the inequities you mentionad for fourth- 
class post offices, I cannot find anything in this bill—it may have 
evaded me, because there is so much of it—but I cannot find anything 
to indicate that the percentages are other than the same percentages 
across the board. I think it very important that that be pointed out. 
We do not want any inequities. 
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Mr. Jonansen. I have in mind the statement given us the other day 
by Mr. Keating that the proposal of the administration, or the Civil 
Service Commission, was one that created inequities in favor of higher 

salaried personnel. 

Mr. Ceperserc. I think that will be probably brought out when rep- 
resentatives of the Civil Service Commission ‘testify ; ; because, as you 
stated, you have not had an opportunity to go into all of the details. 
I can appreciate that. 

Mr. b -usKaR. I am not an expert by any means on retirement. My 
main purpose here is to point out the inequities in the $3,800 salary 
bracket and under, and to ask that these postmasters be given the 

same percentage increase as the others. 

Mr. Henpverson. Do you find any objection to the increase from 6 
percent to 7 percent contribution ? 

Mr. Pusxar. None whatsoever. In fact, we recommended that be- 
fore the Senate committee, as I pointed out—that the contribution be 
increased. We do not believe the taxpayers of the Nation should pay 
for all the benefits we are going to receive; we think the employees 
should pay for some of them. I do not believe there are any of our 
members who would have ition to paying 1 percent additional con- 
tribution, in view of the additional benefits to be received. 

Mr. Henperson. There has been some suggestion made—I am not 
sure I remember who made the suggestion—that possibly if the con- 
tribution would remain the same and the benefits be lowered accord- 
ingly in the bill, it might be more acceptable to the employees. What 
do: you think of that—in other words, the overall cost would be reduced 
by $90 million on the estimate of present contributions. 

Mr. Pusxar. On the contrary, the employees I am speaking for now, 
for the postmasters only, they would be more than willing to pay the 
1 percent increase, and perhaps for the selfish reason because, as the 
bill is written, I understand when the employees pay $90 million in, 
the Government pays a like amount into the retirement fund and, of 
course, that is a 2-for-1 bill. 

Mr. Henperson. It is my belief now that the Government contri- 
bution will be considerably in excess of $90 million. Is that right? 

Mr. Pusxar. Yes, it would be over $90 million as written. As I 
understand, the bill recommended by the Civil Service Commission 
would cost the Government $165 million and this bill would cost in 
the neighborhood of three-hundred-million-odd dollars, with the $90 
million the employees would pay plus the $90 million the Government 
would pay; so it would not be exorbitant to enact the bill plus the 
change we recommend. 

The Cuarrman. Thank you very much, Mr. Puskar. 

Now we will hear Mr. James Campbell, president of the American 

Federation of Government Employees. 


STATEMENT OF JAMES CAMPBELL, PRESIDENT, AMERICAN 
FEDERATION OF GOVERNMENT EMPLOYEES 


Mr. Camppeti. Mr. Chairman, with your permission, I would like 
to present this statement for the record and comment br iefly from it. 

The Cxarrman. The entire statement will be placed in the record 
and you may highlight your statement, Mr. Campbell. 
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Mr. Campsetu. My name is James A. Campbell; I am president of 
the American Federation of Government Employees, an organization 
which consists mainly of classified employees in all agencies of the 
Government and in various parts of the United States and the 
Territories. 

The CuHarrMan. How many members are in your organization ? 

Mr. Campsett. Approximately 60,000. 

There are few subjects of as great importance to Federal employees 
as the one on which this committee has provided the opportunity 
today to present the views of the American Federation of Government 
Employees. <A salary-increase bill is of paramount concern because 
it determines the current income of thousands of Federal workers. 
But a bill to effect major changes in the conditions upon which a 
Federal employee may retire is of major importance because it has 
so many implications of material consequence both to the Government 
and to the employee who serves that Government. 

The revision of the civil-service retirement law which is proposed 
in the bill S. 2875 constitutes a most forward-looking legislative objec- 
tive. It is gratifying that the Senate approved the bill with little 
change, and it is hoped that the House Post Office and Civil Service 
Committee will find the bill equally desirable and recommend its early 
enactment. 

When the bill was considered in the Senate, section 12 as reported to 
that body, was deleted so that it could be appropriately referred to 
the Finance Committee. This section would have allowed a transfer 
of credits from the retirement system to social security coverage in 
cases of service of less than 20 years. We believe that this section 
should be restored. 

One of the more desirable improvements is the change proposed in 
section 9 of the present law. This would use 2 percent of the highest 
5-year average salary, after the first 5 years of service instead of 11% 
percent as the dollar base for calculating the amount of annuity. This 
feature coincides with a recommendation of our last national con- 
vention. 

Another important change desired by all employees is the provision 
permitting optional retirement after 30 years of service at any age. 
The annuity of an employee whose age was under 60 years would be 
reduced on a sliding scale, based on the number of months the em- 
ployee’s age is under age 60 at time of retirement. This is a most 
desirable provision, one which will attract and hold in the service 
many fine employees. It will aid in keeping many of those who now 
leave Government service after 10 or 15 years. This change will pay 
for itself many times over. 

We should bear in mind that the reduction proposed for those under 
60 years of age remains in effect for the remainder of the employee’s 
lifetime. If there must be a reduction to operate as a partial deterrent 
to those who would leave under 60 years of age it is suggested that 
the bill be amended to permit the employee to draw full annuity upon 
attaining age 60. 

It has been objected that this provision for earlier retirement is too 
liberal because in theory it would cause the Government to lose the 
services of its most efficient employees who are in the prime of life. 
Those who object have disturbing visions of employees leaving the 
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public service and seeking new careers with their annuities supple- 
menting other income. 

As practical persons, we know that it is likely to happen only in 
relatively few unusual cases. To require a reduction, the employee 
must have entered the service at an age earlier than 30. Those who 
are professionally trained will not be able to enter the civil service for 
several years after the minimum age of 18. 

Whatever is the situation, this fact cannot be ignored—that the 
Government will have received the benefit of 30 years of valuable 
service from such an employee. Though he departs at an early age, 
he will have given longer service than those who became dissatisfied 
and accept offers in industry after service of much less than 30 years. 
Anyone who is conversant with the difficulty of reemployment of any- 
one after 50 years of age should know that the chances of obtaining 
other employment are much less at that age. 

The bill provides an automatic immediate annuity to a surviving 
widow or widower equal to 50 percent of the annuitant’s earned 
annuity as does not exceed $2,400. It is suggested that this figure 
be increased to $3,000, one reason being that “the employee will have 
made sizable contributions to the retirement fund if he is eligible for 
an annuity of $6,000 or more. 

There is strong sentiment in our membership for basing the com- 
putation of the “civil-service annuity on gross pay instead of the 
regular rate of wage or salary fixed by law or regulation. This would 
remove such increments as bonuses and overtime pay from the exclu- 
sions listed in the definition of basic salary in section 1 (d) of the bill. 
It is believed that these increments should be inc cnet in the basis 
for computing annuity because they are earned compensation paid for 
inconvenience or hardship under which the work is performed. 

We emphatically object to the requirement in section 7 (d) termi- 
nating the annuity of a disabled employee if he is restored to an earn- 
ing capacity “fairly comparable to that immediately prior to retire- 
ment,” the test being an income equaling 80 percent of the last rate 
of Government salar y earned. 

It should be remembered that the annuity paid for disability which 
made it impossible for the employee to continue his Government 
employment. If he is unable to return to Federal employment and 
still is fortunate enough to obtain outside employment, the nongov- 
ernmental employment may have no certainty attached to it. The 
employee might leave this employment shortly after the termination 
of his annuity. The test here is economic and not medical and may 
have disastrous results for some employees. 

Another change proposed in the bill is the reduction of the ceiling 
on annuities from the present 80 to 75 percent. As a matter of fair- 
ness, the 80 percent should be retained. An annuity would exceed 75 
percent of basic salary only in case of very long service. It would 
happen only if the individual entered the Federal service at an early 
age and made it his lifelong career. If we are going to encourage 
desirable persons to do just this, why penalize them for earning an 
annuity which represents a large proportion of salary only because 
of unusually long service ? 

I want fo thank you for the opportunity to appear before the 
committee. 
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(The statement submitted for the record by Mr. Campbell is in full 
as follows:) 


STATEMENT OF JAMES A, CAMPBELL, PRESIDENT, AMERICAN FEDERATION OF 
GOVERNMENT EMPLOYEES 


There are few subjects of as great importance to Federal employees as the 
one on which this committee has provided the opportunity today to present the 
views of the American Federation of Government Employees. A salary increase 
bill is of paramount concern, because it determines the current income of 
thousands of Federal workers. But a bill to effect major changes in the con- 
ditions upon which a Federal employee may retire is of major importance, be- 
cause it has so many implications of material consequence both to the Govern- 
ment and to the employee who serves that Government. 

A currently adequate retirement plan is advantageous to Government for 
many reasons, but mainly because it is one of the principal attractions for per- 
sons who contemplate making the public service a career. It will appeal to the 
person who is of the calibre the Government needs in career jobs. A reasonably 
satisfactory retirement annuity will enable the Government to retain the serv- 
ices of those employees who are better than average and whom it can ill afford 
to lose. 

From the inception of the retirement system, it has been recognized that an 
adequate annuity tends to set the mind of the career employee at rest with 
respect to his future obligations and relieve the worry about what will happen 
to him when he is no longer able to perform his duties with the vigor they require. 
It is of no imaginative origin to view this as an aid to doing a better job. Retire- 
ment also opens opportunities in a labor force which is increasing annually. 

The benefits to the employee are well known. The need for a proper annuity 
is a matter of equity and humanity, and reminder of this fact bears repetition 
lest we forget that the Government has a debt to those who serve it faithfully, 
without recognition, and with little expectation of remuneration beyond en- 
joyment of the moderate comforts of life. 

A retirement annuity is a deferred portion of the employees’ compensation. 
It is directly related to compensation by unions in industry, in that the estab- 
lishment or improvement of pension plans has come to be one of the important 
subjects of collective bargaining along with wages, hours, paid holidays, and 
other conditions of employment. In other words, it is an integral part of the 
employment contract. 

The revision of the civil-service retirement law which is proposed in the bill, 
S. 2875, constitutes a most forward-looking legislative objective. It is gratify- 
ing that the Senate approved the bill with little change, and it is hoped that 
the House Post Office and Civil Service Committee will find the bill equally 
desirable and recommend its early enactment. 

It is desired to express on behalf of the American Federation of Government 
Employees our appreciation to the chairman of this committee for this oppor- 
tunity to comment on this bill, for it is of widespread interest to our members. 
Those having long service are keenly interested. Those who have served few 
years and are still to make a choice between Government and outside employ- 
ment, are more likely to be impelled to choose Government if it can provide an 
attractive annuity. They may make this choice even though pay may not be 
equal to opportunities for earning more money in private enterprise. 

The American Federation of Government Employees endorsed S. 2875 when 
it was first introduced, and it is still our position that it is a good bill and 
reasonable in every respect. It is designed to improve the civil-service retire- 
ment system. Neither the Government nor its employees can permit any lessen- 
ing of the advantages of this system. We must consolidate the gains that have 
been made during the quarter century since it was established. S. 2875 also 
offers further development of an independent system maintained by the Gov- 
ernment and its employees only for its employees. 

When the bill was considered in the Senate, section 12 as reported to that 
body, was deleted so that it could be appropriately referred to the Finance 
Committee. This section would have allowed a transfer of credits from the 
retirement system to social-security coverage in cases of service of less than 20 
years. We believe that this section should be restored. 

In discussion of the effect of this bill, emphasis has been placed on the addition 
it will make to the cost of maintaining the retirement system. However, the 
extra cost is by no means to be charged entirely to increased benefits for em- 
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ployees. If a larger Government contribution is required, it is partly because 
appropriations for maintaining the system in some prior years were too small. 
Official statistics show that from the fiscal year 1921 through the fiscal year 1955, 
the Government appropriated $3,396,300,000. The employees contributed $4,389,- 
900,000. It is plain that the employees have been doing their full share, but the 
Government has not met its complete obligation. When the retirement bill was 
debated in the Senate the chairman of the Senate Post Office and Civil Service 
Committee made this very realistic and defensible comment on references to the 
cost of the bill: 

“The committee is of the firm belief that the cost of retirement is a valid part 
of the cost of continuing Government operations, and should be taken into account 
eurrently. In other words, the deferred compensation which ultimately becomes 
payabe in the form of retirement benefits should be accounted for as part of the 
current cost of defense, of public health, and of each of the many services pro- 
vided by the Government.” 

Any series of benefits relating to administrative or operating functions of 
any enterprise, be it governmental or commercial or industrial, inevitably will 
result in increased expenditures. If examined more closely, it will be found that 
increased costs are partly the effect of the change in the value of the dollar which 
it undergoes in relation to change in the price level. For one thing, salaries are 
higher because it requires more dollars to buy all commodities and services, and 
this fact applies to every phase of retirement. The annuity of $2,000 which in 
1939 would have had the appearance of moderate sufficiency is today worth about 
$1,030. Then, too, the 100-cent dollars that were paid into the retirement fund in 
1939 had a consumer purchasing value of 77 cents in 1945, and 57 cents in 1950, 
and 52 cents in April 1956. 

The soundness of the retirement fund will be strengthened first by raising the 
employee contribution from 6 to 7 percent. The employees will be paying a con- 
siderable portion of the additional benefits they would receive as well as con- 
tributing to the soundness of the system. 

It is of paramount importance to the actuarial stability of the retirement 
system that employee contributions be matched by the agencies in which the 
covered employee is working. This agency contribution will remove the repeated 
deferment of payment of Government’s contribution. The Government requires 
industry to match the contribution of the employee to provide old age and 
survivors insurance benefits. Why not adopt the same practice in operating the 
Civil Service Retirement System? 

This bill will place the retirement fund on a more solid footing and assure its 
solvency. It will be placed on a pay-as-you-go basis and will not be left to con- 
jecture year after year as to how much money will be paid into the fund as the 
Government’s contribution. This action should go far toward removing the fear, 
repeatedly expressed, as to the solvency of the fund. 

Industrial corporations in this country are providing more generous retirement 
benefits for employees today than they were even several years ago. At first 
industrial plans were selective and covered only certain employees, but the trend 
is definitely in the direction of extending coverage and liberalizing bene- 
fits, according to a study of industrial retirement plans just completed by the 
Bankers Trust Co., New York. 

In the early 1940’s many companies had pension plans covering only salaried 
employees or employees earning more than $3,000 a year, or otherwise limited in 
coverage. In the 1955 study about 90 percent of the plans covered all employees. 

The study also shows there is a trend toward the type of plan that is funded 
solely by employer contributions. Studies by the Bankers Trust Co., in 1948-50 
and in 1950-52 showed that 35 percent of the conventional plans surveyed were 
noncontributory. The 1955 study showed that this proportion had increased to 
45 percent. This of course means that in nearly half the plans studied the em- 
ployee pays nothing toward his pension. 

Industries represented by the plans in this latest Bankers Trust study fall into 
116 different categories. The companies represented by the plans studied number 
240, employing about 4 million persons. 

A satisfactory retirement plan will greatly aid the retention of capable and 
experienced employees. The American Federation of Government Employees 
on many occasions has directed official attention to the need for giving greater 
attention to the problem of turnover. Reference to it bears repetition here 
because it is an area in which a substantial saving is possible. It is not my 
intention to attempt to assess the correctness of the various estimates of the 
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cost of this bill, but merely to call attention to the possibility for offsetting the 
added cost by reducing personnel turnover. 

Despite all comments to the contrary, turnover in the Federal civil service is 
too large. During the last 8 years, the lowest number leaving was 473,100 in 
the calendar year 1955. The greatest number was 658,276 in 1951. Of these 
totals some separations are accounted for by discharges (no greater than 24,000 
in any year) and reductions in force (the greatest being 150,323 in 1954). But 
the figure which is most disturbing is the number who quit—that is, who left 
their jobs voluntarily, because they were dissatisfied or were going to fare better 
in private industry. That number has ranged from a low of 168,572 in 1949, 
to a high of 400,491 in 1951. 

The total number who quit Federal jobs during the last 8 years was 2,134,081. 

The cost of turnover has been variously estimated. The Hoover Commission 
used an estimate of $500 as the replacement cost of each employee leaving the 
Government service. The AFGE believes it is closer to $600. At $500 per 
employee, the average cost of this turnover, in 8 years would represent $133 
million a year. This is equal to a considerable portion—nearly one-third to be 
exact—of the highest estimate of the additional cost of this bill. 

This bill, S. 2875, proposes various improvements in the existing retirement 
system which are heartily indorsed by our organization, and by Federal em- 
ployees generally who are willing to increase their contributions to obtain them. 
These changes will benefit the Government as well. 

One of the more desirable improvements is the change proposed in section 9 
of the present law. This would use 2 percent of the highest 5-year average 
salary, after the first 5 years of service instead of 1144 percent as the dollar base 
for calculating the amount of annuity. This feature coincides with a recom- 
mendation of our last national convention. 

Another important change desired by all employees is the provision permitting 
optional retirement after 30 years of service at any age. The annuity of an 
employee whose age was under 60 years would be reduced on a sliding scale, 
based on the number of months the employee’s age is under age 60 at time of 
retirement. This is a most desirable provision, one which will attract and hold 
in the service many fine employees. It will aid in keeping many of those who 
now leave Government service after 10 or 15 years. This change wiil pay for 
itself many times over. 

We should bear in mind that the reduction proposed for those under 60 years 
of age remain in effect for the remainder of the employee’s lifetime. If there 
must be a reduction to operate as a partial deterrent to those who would leave 
under 60 years of age it is suggested that the bill be amended to permit the 
employee to draw full annuity upon attaining age 60. 

It has been objected that this provision for earlier retirement is too liberal 
because in theory it would cause the Government to lose the services of its most 
efficient employees who are in the prime of life. Those who object have disturb- 
ing visions of employees leaving the public service and seeking new careers with 
their annuities supplementing other income. 

As practical persons, we know that it is likely to happen only in relatively 
few unusual cases. To require a reduction, the employee must have entered 
the service at an age earlier than 30. Those who are professionally trained will 
not be able to enter the civil service for several years after the minimum age 
of 18. 

Whatever is the situation, this fact cannot be ignored—that the Government 
will have received the benefit of 30 years of valuable service from such an 
employee. Though he departs at an early age, he will have given longer service 
than those who became dissatisfied and accept better offers in industry after 
service of much less than 30 years. Anyone who is conversant with the diffi- 
culty of reemployment of anyone after 50 years of age should know that the 
chances of obtaining other employment are much less at that age. 

The chairman of the Senate committee has pointed out that the Army allows 
all of its personnel to retire with full benefits after 30 years of service, and 
that the same is true of many employees in the Foreign Service. 

Another important improvement is the provision authorizing an immediate 
annuity to employees involuntarily separated who have attained age 50 and have 
served at least 25 years. Under present law, an employeee may not withdraw 
his contributions after 20 years of service and must wait until age 62 for a de- 
ferred annuity. This change in section 6 (d) of the present law would relieve 
the situation of the older employee who may find it impossible to begin a new 
career outside Government. 
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The bill provides an automatic immediate annuity to a surviving widow or 
widower equal to 50 percent of the annuitant’s earned annuity as does not ex- 
ceed $2,400. It is suggested that this figure be increased to $3,000, one reason 
being that the employee will have made sizable contributions to the retirement 
fund if he is eligible for an annuity of $6,000 or more. 

This or other legislation should include provision of special benefits to those 
employees in hazardous occupations. 

There is strong sentiment in our membership for basing the computation of 
the civil-service annuity on gross pay instead of the regular rate of wage or 
salary fixed by law or regulation. This would remove such increments as bonuses 
and overtime pay from the exclusions listed in the definition of basic salary in 
section 1 (d) of the bill. It is believed that these increments should be included 
in the basis for computing annuity because they are earned compensation paid 
for inconvenience or hardship under which the work is performed. 

We are opposed to the change provided in section 1 (1). It will deprive Fed- 
eral employees of the benefit they have enjoyed since the inception of the retire- 
ment system in 1920. The allowance of interest on deductions from salary and 
on deposits to the retirement fund has been termed a dual benefit. That is far- 
fetched, for the money is invested and the fund is benefiting from such invest- 
ment. Certainly an employee should not be required to pay interest on deduc- 
tions from his salary. 

We urge that the crediting of interest be restored to the bill, and further that 
the amount of interest to the employee be no less than 3% percent. 

Excluding periods of separation from creditable service only if they exceed 
3 days each, as provided in section 3 (a), is a practical change and is beneficial 
to the employee and to the Government in that it simplifies administration. 
Usually breaks in service of 1 or 2 days are the result of misunderstanding or 
clerical error. 

We emphatically object to the requirement in section 7 (d) terminating the 
annuity of a disabled employee if he is restored to an earning capacity “fairly 
comparable to that immediately prior to retirement,” the test being an income 
equaling 80 percent of the last rate of Government salary earned. It should be 
remembered that the annuity paid for disability which made it impossible for 
the employee to continue his Government employment. If he is unable to return 
to Federal employment and still is fortunate enough to obtain outside employ- 
ment, the nongovernmental employment may have no certainty attached to 
it. The employee might leave this employment shortly after the termination of 
his annuity. The test here is economic and not medical and may have disas- 
trous results for some employees. 

On the other hand, section 7 (e) adds an improvement to the present law 
by granting an immediate annuity to an employee who recovers from a dis- 
ability before he is 60 years of age. It removes the hardship of lacking income 
during the intervening period between recovery and entitlement to an annuity. 

Another change propused in the bill is the reduction of the ceiling on annuities 
from the present 80 to 75 percent. As a matter of fairness the 80 percent should 
be retained. An annuity would exceed 75 percent of the basic salary only in case 
of very long service. It would happen only if the individual entered the Fed- 
eral Service at a nearly age and made it his lifelong career. If we are going 
to encourage desirable persons to do just this, why penalize them for earning 
an annuity which represents a large proportion of salary only because of un- 
usually long service? 

The provision for liberalization of certain joint and survivorship benefits rep- 
resents desirable improvements in the retirement structure. Frequently situa- 
tions arise after the death of the annuitant which are so great as to approach 
severe destitution. 

Evaluation of the present retirement law and of the proposals to improve it 
can best be accomplished in the light of this one principle: Does the present 
civil-service-retirement law meet the needs of Federal employees; and does it 
operate in the interest of their employer, the Federal Government? The added 
improvements which would be made in benefits to employees are needed. They 
are not unreasonable when viewed as a means of recruiting and retaining em- 
ployees who are (1) recruited on a selective basis, that is, after successfully 
passing a competitive test; and (2) engaged in operating the most extensive, 
exacting, and important administrative, technical, and professional undertaking 
in the world. 

It is sincerely hoped, Mr. Chairman and members of this committee, that you 
will see fit to support this bill with the changes indicated. Your invitation to 
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express our views is appreciated, and we place our case for this bill with confi- 
dence in your hands. 

The Cuarrman. Are there any questions ? 

Mr. Lestnsk1. You are appearing in favor of increasing the annui- 
ties of those Government employees who hereafter retire. What con- 
sideration have you given to increasing annuities of employees who 
are presently retired ? 

Mr. Camppetu. I understand there is other legislation pending to 
provide increases for retired employees. 

Mr. Lestnsxr. In other wabaa, you are in accord with the fact it 
should be taken up immediately upon completion of this bill here? 

Mr. Camppe.. Yes. 

The Cuarmrman. Congress gave those retired employees a pretty nice 
increase in their annuities last year ; did it not ? 

Mr. Campse tt. Yes, sir. 

The Cuamman. How many different increases have already been 
given to retired employees ? 

Mr. Campset. | do not know the exact number; but they have been 
given several. 

The Cuarmman. And they amount roughly to 50 percent; do they 
not ? 

Mr. Campsety. The total? 

The Cuamman. Yes. 

Mr. Campse.u. I do not know. 

The Cuamman. With reference to the provision of allowing em- 
loyees to retire after 30 years’ service, regardless of age, you say, 
‘This is a most desirable provision, one which will attract and hold 
in the service many fine employees.” Upon what do you base that 

statement ? 

Mr. Campse.y. Simply that it is an attractive provision of the law 
that makes it possible after 30 years to retire. 

The Cuairman. It looks to me like the case I gave the committee 
the other day, of a young man who came to see me and said he had 
entered the service at 16 years of age and, after 30 years service, would 
be only 46 and is not far from that age now and wants to retire at 
age 46. If he retires from the Government service, he will immediately 
get an annuity. 

Mr. Campsett. Yes, sir. 

The Cuatrman. Then he could go in private employment and be 
covered by social security ; could he not? 

Mr. Campsetu. Yes. 

The Cuatrman. And he could also qualify for a certain amount of 
pension and then, if he is a veteran, he can ‘sis qualify for a veteran’s 
pension ? 

Mr. Campset.. Yes, sir. 

The Cuatrman. So then he would get civil service retirement, social 
security benefits, and veteran’s pension; he would get all three? 

Mr. Campseti. But in each case he would have complied with ex- 
isting law. 

The Cuamrman. He already gets credit for military service under 
the military retirement law; does he not? 

Mr. Campseiy. I would not say that is typical; that would be a 
very rare case. 
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matter. 


The CuHatrman. Who are they? I would like to have them appear 
before this committee if you will give me their names. 

Mr. Campsett. I will get some of the names. 

The CuarrmMan. They are actuaries, as I understand? 

Mr. CampsBeti. Yes. 

(The information referred to follows :) 


Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Coinmittee, 
House Office Building, Washington, D. C. 

DEAR Mr. Murray: You will recall that when I testified before your committee 
during the hearings on S. 2875, the question was raised as to the soundness of 
the civil-service retirement fund. 

You asked me if I believed that the fund was solvent or whether it was 


actuarially sound. 


been contributed from the beginning, I believed that the fund would be actuarially 


sound. 


You requested that I furnish authority for that statement in view of the fact 
that I stated that since I was not an actuary myself, I had to rely on the judg- 
ment of those who were expert in that field. 

First, I would like to bring to your attention a statement made by M 
C. Bronson, an actuary of the Wyatt Co., as follows: 

“T do not see any point in rigorously applying actuarial reserve techniques to 
a broad national system. Such a system transcends ‘actuarial soundness’ cri- 
teria of the usual kind.” 

Referring to the social-security system, Mr. Bronson went on to state: 

“What purpose would be served if reserve assets in the actuarial amount of 
$150 billion were now on hand. They would not be used: the system is not going 
to terminate, calling on a liquidation of the reserve for benefits. Of course, in- 
terest would be payable toward benefits, but what is the interest? Just an- 
other tax. Stagnant Federal bonds are all the fund could invest in. What a cry 
of ‘nationalization’ there would be if industrial investments were made. Or, a 
feeling of undermined security would be aroused if foreign investments were 


purchased,” 


Mr. A. A. Weinberg, consulting actuary of Chicago, made the following com- 
ment in the second annual statement of the board of trustees of the retirement 
system of Illinois on June 30, 1945: 


REVISION OF 


The Cuarrman. Take these Government employees who are rather 
well paid today, who get $10,000 or up: Do not you believe in their 
case they should practice thrift and save money for a rainy day? 

Mr. CAMPBELL. Yes, sir. 

The Cuatrman. And you do not want to see this fund become a 
charity or welfare fund; do you? 

Mr. Campsetu. No, sir. 

The Cuarrman. You want to see it operated on a sound actuarial 
basis, do you not? 

Mr. Campsexu. That is correct. 

The Cuatrman. Have you ever inquired into the actuarial sound- 
ness of this fund as of today ? 

Mr. Campse.i. Well there have been various opinions expressed. 
I am not an actuary myself; so I have to accept the judgment of others 
who are capable of determining such matters. And it is my under- 
standing that if the Government contribution had kept pace with the 
contributions that had been made by employees, the fund would be 
actuarially sound. 
The Cuatrman. Where do you get that information? 
Mr. Campse.tt. From various authorities who have studied this 
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AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES, 
Washington, D. C., July 31, 1956. 


I made the statement that if the Government’s share had 


Mr. Dorrence 
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“Some variations to the funding method of financing retirement provisions have 
been adopted by various government agencies. A number of these agencies pro- 
vide for the financing of the retirement benefits strictly upon the basis of cash 
requirements, meeting the cost of the benefits as they mature, and making no 
advance provision for these obligations. Other agencies have modified the ac- 
cepted method by providing for the accumulation of a moderate reserve, which 
in some instances represents a substantial proportion of the reserves required 
under a funding plan. 

“The State employees’ retirement system of Illinois provides for the latter 
method of financing. Current contributions by the State are substantially above 
cash requirements for the matured benefits. These contributions to a fiscal year 
are equal to an amount representing the anticipated average annual expend- 
itures of the system for that part of the benefits for which the State is obli- 
gated, covering a period of 10 years next following that for which a contribution 
is made. This method of financing is considered appropriate and practicable 
in cases in which the State is the employer, on the theory that the State is a 
perpetual entity having unlimited taxing authority and can always raise the 
funds necessary to meet the revenue requirements of its various agencies and 
departments.” 

Mr. Elliott H. Kaplan testifying before the House Post Office and Civil Service 
Committee declared that there was no reason in his opinion, to be fearful of the 
stability of the civil service retirement fund. He declared that, in his opinion, 
the fund was solvent. 

Mr. Joseph Campbell, Comptroller General of the United States, testifying 
before the House Post Office and Civil Service Committee on July 10 declared 
“of course, the full faith and credit of the Government has been pledged to 
meet the obligations incurred under the Civil Service Retirement Act. Conse- 
quently, notwithstanding the deficiency in the fund, we can assume that the 
system is solvent and as financially stable as the full faith and credit of 
the Federal Government.” 

Many similar statements have been made from time to time by equally quali- 
fied men on this subject. 

I believe the basic difference insofar as the question of actuarial soundness 
is concerned in the retirement systems, is that those systems which are gov- 
ernmental must and should rely on the integrity of the Government, whereas those 
systems that are operated in private industries and by insurance companies, 
must have an actuarial soundness because of the always present possibility of dis- 
continuing the systems, for one reason or another, even though that possibility 
may be remote. 

While I do not know whether the above quotes and comments will prove 
satisfactory, I felt it necessary to endeavor to comply with the wishes you ex- 
pressed when I testified before your committee. 

Very truly yours, 
JAMES A. CAMPBELL, 
National President. 


The Cuatrman. Are there any further questions? 

Mr. Campsewn. If I might make this observation in relation to your 
comment about 30 years’ retirement and people getting $10,000 exer- 
cising thrift: All of that is very true; there is no reason why they 
should not exercise care and thrift and try to prepare for the future. 
On the other hand, I think it is entirely fair that our economy be 
geared to meet the needs of the people who live under it, and I do 
not think we are doing the proper thing unless we make provision for 
the people who reach an age when they have to step out because our 
economic system makes it necessary. 

Mr. Rees. As I understand, you favor S. 2875 as originally writ- 
ten; is that correct ? 

Mr. Campse.t. With the amendments we have suggested. 

Mr. Rees. As it now exists, or do you want amendments to that bill ? 

Mr. Campse.t. With amendments as we have suggested. 

Mr. Rees. With your additional amendments? — 

Mr. Camppen. Yes. 
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Mr. Rees. I was under the impression you were consulted when 
S. 2875 was prepared. 

Mr. Campsetu, Yes, sir. 

Mr. Rees. And you approved it at that time; is not that correct? 

Mr. Camepetu. Yes; bat we have continued our studies of it. 

Mr. Rees. These amendments came to your attention afterwards? 

Mr. Campsetn. Yes. 

Mr. Rers. What is your answer to this criticism, if I may call it 
that, that wherever a fellow gets a salary of less than $2,500 he gets 
practically nothing out of this bill, having in mind that you approved 
the bill in the first place? I did not hear you testify, in your testimony 
now, with regard to that point. 

Mr. Campset. First of all, Mr. Chairman, there is no employee who 
is employed under the Classification Act who can retire after 30 year’s 
service on $2,500 salary. The minimum is $2,690. So there is no 
employee who would be able, or very few employees who would be 
retiring at that figure. I would say that would be a rare case. 

Mr. aon What I have in mind is that there are a number of em- 
ployees, especially in the postal service, who get less than $3,000 a year. 

Mr. Campsett. In addition, using $2,500 as the base figure, the an- 
nuity would be $1,500, which is 60 percent. 

Mr. Rees. The testimony is that those people would get no benefits 
from this bill, even though they pay 7 percent in place of 6 percent 
of their salary. Is that correct? I do not know; I am just asking 
for information. 

Mr. Campse.t. It would operate in a few cases. 

Mr. JoHansen. Mr. Campbell, how extensive do you anticipate will 
be the use of the 30-year retirement provision? Would that be fairly 
general? 

Mr. Campse.L. I do not think so, Mr. Johansen; because retirement 
is something that everybody is very much interested in but when the 
time comes there are ver y few people who actually take advantage of it. 

And I think there are probably two reasons for it; one is that people 
like to remain active as long as they can, and the other reason is that, 
regardless of the amount of the annuity, there is a radical change in 
their income, and it is something that people hesitate to make. 

Mr. JonHansENn. In making that statement, are you taking into ac- 
count fully the possible difference in the attitude in that matter be- 
tween men and women employees? Is there likely to be a greater use of 
the 30-year retirement provision by women ? 

Mr. Camppety. No. 

The Cuatrman. Are there any other questions? 

Mr. Atexanper. Mr. Campbell, you would not advocate this retire- 
ment bill for only classified employees; you do not want to leave that 
impression, do you ? 

Mr. Camrsety. No, sir. 

Mr. Auexanpria. You think all Federal employees ought to be 
treated equally under this bill whether they make less than $2,500, or 
more; do you not? 

Mr. Campsetn. Exactly. 

Mr. ALexAnper. Then, according to the other testimony, we will 
have to amend this bill in that respect ; won't we? 

Mr. Campsetn. No; I would not think so. 
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Mr. Auexanver. In other words, you do not agree with the previous 
witness that people making less than $2,500 do not get any benefit 
under this bill? 

Mr. Campsetu. They do not under S. 2875. 

Mr. Atexanper. Would you explain how they do, or what they 
et ¢ 

Mr. Camppe.i. My previous explanation, Mr. Alexander, was that 
their present annuity on the basis of $2,500 would be $1,500. 

Mr. Atexanper. What would they get under this bill? That is 
what I am talking about. 

Mr. CampseiL. That is what they would get; they would get the 
same amount. 

Mr. ALExanpER. What increase would they get? 

Mr. Campsetu. None insofar as annuity is concerned under S. 2875. 

Mr. Moss. I wonder if you would yield? 

Mr. Avexanper. Yes. 

Mr. Moss. There are other benefits under S. 2875, are there not? 

Mr. Campsetu. There are other benefits. 

Mr. Moss. If the bill is enacted as written now, there would be re- 
tirement after 30 years’ service regardless of age; there is a survivor- 
ship provision which would certainly be of some benefit to the 
employee. 

Mr. Campse.u. Oh, yes. 

Mr. Moss. So that there are benefits for these people under this 
bill? 

Mr. Campse.t. I thought we were just talking about the annuity 
itself. 

Mr. Avexanper. Do not you think the percentage increase ought 
to be the same all the way through, irrespective of what they make, 
under this bill ? 

Mr. Campset. I think the formula is a fair one for the computa- 
tion of annuities. 

Mr. ALexanper. But it would not be fair unless it treated all alike, 
would it? 

Mr. Camppeiy. It depends on what you mean—how you would 
define treating them all alike. 

Mr. Avexanper. That is all. 

Mr. Davis. Mr. Campbell, I was interested in the statement on page 
4 of your prepared statement, the last paragraph, about the turnover 
in the Federal Service. You state the lowest number leaving was 
473,100 in the calendar year 1955. That would be a turnover of 20 
percent. Does that figure include only those who left the service, 
or does it include those who transferred from one position to another 
and maybe were promoted, or transferred in some way ¢ 

Mr. Campse... That is the gross figure of all people who left the 
service for any reason whatsoever. 

Mr. Davis. Does that include merely leaving one job, whether they 
went into another, or not? 

Mr. Campseti. No; that is separations. 

Mr. Davis. It includes only people who were separated from the 
service ? 

Mr. Campse.i. That is right. 

The CuarrmMan. Thank you very much, Mr. Campbell. 

The next witness is Mr. Joseph Thomas, president of the United 
National Association of Post Office Clerks. 
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STATEMENT OF JOSEPH F. THOMAS, NATIONAL PRESIDENT, UNITED 
NATIONAL ASSOCIATION OF POST OFFICE CLERKS 


Mr. Tuomas. Mr. Chairman and members of the committee, my 
name is Joseph F. Thomas. I am the president and legislative repre- 
sentative of the United National Association of Post Office Clerks, 
America’s oldest postal union, with offices in the Colorado Building, 
14th and G Streets NW., Washington, D. C. 

I appreciate the opportunity of appearing before you today and 
I am thankful for the chance to present the views of our member- 
ship in connection with the pending retirement legislation. 

The bill, S. 2875, already passed in the Senate, is, in my opinion, a 
good bill and the one favored by the great majority of our member- 
ship. 

In attending the State conventions of our association during the 
past several months, I have learned that postal employees generally 
strongly favor legislation similar to S. 2875, and oppose any merger 
or coordination with the social security system. Frankly, our mem- 
bers feel as though a coordination with social security will eventually 
lead to only social-security coverage and most are of the opinion that 
beneficial changes in retirement benefits should be made directly from 
within the framework of our civil service retirement fund. 

Our association recommends that S. 2875 be reported in the same 
form as it emerged from the Senate, but with one exception. 

i request that the members of the committee give serious thought to 
keeping in effect the 6 percent retirement deduction now in effect, as 
against the 7 percent provided for in S. 2875. It seems to me that the 
cost of the bill has been greatly exaggerated, especially concerning the 
portion providing for 30-year optional retirement. It was brought out 
on the floor of the Senate that administration estimates on the total 
cost of the bill were based on the assumption that each and every 
employee would take advantage of the 30-year optional retirement 
feature. We all know that such a thing will never happen. Proof 
that it will never happen is indicated by the large number of employ- 
ees who now work to ages exceeding the 60-year mark, although they 
are eligible for full pension at that age. Then, too, the general con- 
dition of the retirement fund, in spite of reports to the contrary, would 
seem to be improving all the time. 

In the period between the end of the fiscal year 1948 and the end of 
the fiscal year 1955, the balance on hand in the fund actually increased 
by over 115 percent, as indicated by the chart accompanying my testi- 
mony. You will note also on the chart that such an increase took 
place in spite of the fact that Government appropriations for the 
years 1954 and 1955 amounted to practically nothing, as compared to 
prior years. 

Then, too, it must be considered that postal employees are paying 
more dollars per employee into the fund than ever before, as a result 
of the most recent salary increase. Since that dollar increase in 
employee retirement contributions, while it is true that employee 
annuities have increased, there has been no comparable increase in 
survivor benefits, or in benefits of any other type. I would, there- 
fore, recommend that the rate of employee contributions should be 
continued at 6 percent, with a provision for an automatic increase 
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to 7 percent if the fund shows weakness after a certain period of 
time from the date of enactment of the bill. 

Our employees desire a strong and sound retirement fund. They 
also desire and need every penny of take-home pay which they now 
receive. They know that once their deductions are increased to 7 
percent there will be no return to the 6 percent figure and I, therefore, 
urge you to try the bill with the 6 percent figure, with the added pro- 
vision which I have suggested. 

In summary, Mr. cheese and members of the committee, the 


United National Association of Post Office Clerks, urges prompt 
action on S. 2875, with the one change which we have suggested. 
Many thanks, again, for the chance to testify. 





95 


*qu90Jed CIT J9AO posvaioUy puny 94} polsod IweA-Z STq) UT: 


_,| 918 
| 200 ‘08% ‘THE &| GI@ ‘BIS ‘29% ‘Z| Lze ‘68 ‘L89 | HS ‘SI9‘EZT | GSE ‘E90 ‘TFS ‘T| STZ ‘86 ‘B69 ‘G| ITT ‘FOR “E67 ‘T] BLP ‘OZL ‘BES ‘I 929 “ELL “SSL a — — =. =... are 
“sae anda: Sear Eo aires: nls | = | | | | | 


L0Z ‘OST ‘e619 | OCF ‘szB‘2zzz | Lee ‘TIC ‘Osh | Se6e ‘06S ‘ZS ZF ‘Tee ‘ee 6e ‘609 ‘ZIE | es ‘ORE ‘ROL | Sez ‘2ZE ‘bEZ | 622 ‘8L9 ‘SE SLE ‘PST ‘Ob 
06F ‘409 ‘216 ‘S | FID ‘ZER‘OZZ | E19 ‘STI ‘6Ob | 629 ‘SIT ‘86 BLP ‘SPP ‘6Z egg ‘099 ‘T8Z | 882 ‘296 ‘S89 | SIO ‘$G9 ‘Sez | 6&2 ‘OE ‘cE 0£0 ‘000 ‘Sz 
OL8 ‘ILL ‘GEO's | LEZ ‘OL ‘R69 | HIE ‘LOZ ‘TOR | 6Zb ‘E20 ‘16 99F ‘LP ‘EZ SIP ‘TIL ‘OFZ | 190 ‘86 ‘696 | ZR ‘G09 ‘FIZ | FST ‘HOE ‘STE | HOF ‘PEO ‘OZ 
SET ‘120 ‘280 ‘S | SZO ‘HOT ‘Z19 | 222 ‘B89 ‘86% | ZI9 ‘628 ‘BL 969 ‘620 ‘9T SIS ‘Sz9 ‘G0 | ZL ‘889 ‘STB | O8Z‘OET‘S8T | 1Z0 ‘MLL ‘ZIE | OS ‘Z8L ‘FIP 
ZIT ‘276 ‘6b ‘b | 092 ‘269‘229 | LOL ‘eoR ‘Roe | SET ‘HES ‘ZZ 999 ‘268 ‘OT $06 ‘IZP ‘SST | LOR ‘ISS ‘OPS | ZZO‘TOS ‘FOL | SSh‘LTI‘L0E | 066 ‘ZL8 ‘FLE 
Z9E ‘62z ‘ZS ‘E | 809 ‘ZER ‘VES | 989 ‘BEF ‘99Z | FIZ ‘162 ‘96 126 ‘LLL ‘¢ 000 ‘Ost ‘F9T | Stz ‘zee ‘S08 | 6S¢ ‘SZT ‘ShT | O88 ‘809 ‘FOE | 908 ‘6D ‘Soe 
GIT ‘899 ‘282 ‘E$| 208 ‘ebe ‘OSHS | LOL ‘SEL ‘LIZ$ | O1Z ‘Zh ‘89S | Sb ‘609 ‘Z$ S19 ‘POL ‘OPIS | OLS 626 ‘ELS | ESS ‘RBZ ‘ZZI$ | 000 ‘Zed ‘9ZZ$ | IO ‘GFT ‘SZEs 


sjuomAed 


10g uns SUITeID YIeep | szUBINuUB sooAo[dure suo} 4Ipel0 
uo puny s}u0UI sjusmesIng | pus spunjer JOATAINS polqjor $}dje001 sjuourjsoAuy | -vjidoidde -90TAJ0S 
Uy} OOULT eq -es.nqstp “SIP [10], | Jo sjuomAeg | 03 syuemrAeg | 03 syuemAeg [810,.L Uo JseIOjUT | JUGUTUIOAOH | pus ‘suOoTy 
—000'000'Sz8'Z$| 10A0 sjdj90 -nq}ijUu00 —0g suns popu IvEA [VOST 
‘Sb6I ‘T -O1 JO SSOOX Arejyunjoa 
Arne pueq . "ee a ee ee ee eh 
uo soured s}USMLESINGSI(T 83019003] Areypeg 


5 
=< 
& 
fa 
~ 
Ee 
ie3) 
oot 
m 
oO 
= 
> 
cc 
Q 
QD 
= 
_ 
> 
~ 
oO 
r 
= 
°o 
Z 
°o 
— 
M 
_ 
> 
ia} 
mS 








S961 91 6YEI S4vah yoosyl sof puns quawasijas ay} Ut aouUD]Dq puD ‘sJuamMasingsip 4aa0 8)d19904 fo ssadx—a ‘syuawmasingsrp ‘s}d19904 Burjp1adQ 





96 REVISION OF THE CIVIL SERVICE RETIREMENT ACT 


Mr. Tuomas. I would say, however, Mr. Chairman, that since this 
testimony was written we have become familiar with the fact that the 
men in the $2,500 bracket, those postmasters throughout the country, 
in many fourth-class offices, Sean receive no additional annuity under 
S. 2875. I consider that unfair. I feel as though they are entitled 
to an increase along with the rest of us, and I would have included 
that in my testimony had it not been submitted at an earlier date. 

The CHarrMAN. Questions? 

Mr. Rees. How many members are there in your group ? 

Mr. Tuomas. Slightly in excess of 40,000, Mr. Rees. 

Mr. Rees. Are your members located in the eastern area of the 
country ? 

Mr. Tuomas. For the most part I think our membership is located 
in the East. It is much heavier in the East. We have members in all 
48 States and the possessions. However, the eastern part of the 
country is our stronghold. 

Mr. Rees. Your testimony differs somewhat, does it not, from that 
of others who represent postal people, in that you are opposed to the 
increase of 6 to 7 percent? 

Mr. Tuomas. My testimony does differ, I believe. I testified in 
similar fashion before the Senate. 

I speak now only for our own members. I emphasize that. 

I have found there are two schools of thought—the older men who 
are more than willing to give 7 percent, those very near retirement, 
and the higher salaried employ ees who also would willingly give 7 

ercent. i have found that our younger men—and when I say 

‘younger” men I mean in the age brackets 30 to 50—I found they are 
not at all happy with the 7 percent, especially in the larger cities where 
the cost of living is exceptionally high. 

Mr. Rees. You believe that the provisions of this bill can be carried 
out without increasing the deductions. 

Mr. Trromas. I wouldn’t like to make a hard-and-fast statement to 
that effect because I am not an actuary, and [ am not an expert in this 
field; but I do think that the fund, as indicated by my chart, would 
seem to be i improving all the time, and that is from the period of the 
last change in the Retirement Act when the benefits were increased. 

I am inclined to think that if we would give it a try with the 6 per- 
cent, whatever benefits we may be granted, if we were to give it a 
try with the 6 percent, with the provision that if the fund seemed 
to be shrinking rather than gaining that we could have an automatic 
provision in the bill which would increase it to 7 percent or whatever 
figure would make it sound, that would be all right. 

“Mr. Rees. You would write that proposal in the bill? 

Mr. Toomas. I would. Iam not speaking this out of my own mind 
particularly, but I have had it suggested to me at our State conven- 
tions. 

Mr. Davis. When you say the fund is improving, do you mean that 
it is merely 1 increasing or improving as well as increasing ? 

Mr. Tuomas. I think it might be said it is improving and i increasing 
at the same time. 

Mr. Davis. In what respect is it improving? 

Mr. THomas. At no time since 1948, when these new benefits went 
into effect, has there been a single year when receipts were not higher 













































Lis 
he 


y 


9 
ler 


ed 
ed 


he 


ed 
all 
he 


at 
he 


ho 


nt, 


ay 
re 
re 


ed 


his 
ild 
he 
ad. 
¥ 
ed 
tic 
er 


nd 


n- 


at 


nt 
ler 


i ORME aati linet ani 


REVISION OF THE CIVIL SERVICE RETIREMENT ACT 97 


than disbursements. I think you will see that in the next to the last 
column of our chart. 

The fund never has started to shrink at any time in spite of the fact 
that survivor benefits now are in effect and all of those other benefits 
which came into effect in 1948. 

Mr. Davis. Was it contemplated that the fund would shrink, or 
that that would be the measure of whether or not it was sound 
actuarially ? 

Mr. Tuomas. No, but I do believe that as long as we continue to 
show that it is a sound fund where it is not going down in value, or 
where the expenditures are not greater than the receipts, I believe 
the fund should be considered sound. 

Mr. Davis. I am not an expert on actuarial calculations, and I am 
asking for information. 

Mr. Tuomas. Yes, sir. 

Mr. Davis. What does it take to keep a fund actuarially sound 

Mr. Tuomas. There are a lot of opinions on that. As I say, 1 am 
not an expert, either. We have our social security, which seems to 
be funded differently than our particular fund. 

I understand that this fund is based on the fact that if every man 
in the post office were to retire tomorrow, his money should be there. 

As I said, I am not an expert, but I think that is conservative 
thinking. 

Mr. Davis. I just wanted to get your thoughts on what you called 
improvement. 

Mr. Moss. If you had a choice between S. 2875 and 7 percent, or the 
Pi aa gy a which have been forwarded to the committee by the 

Civil Service Commission at 6 percent, which proposal would your or- 

ganization be inclined to support? 

Mr. Tuomas. I would be inclined to support S. 2875 with 7 percent 
provided all of the features of S. 2875 remained in the bill. 

Mr. Moss. And do you feel that in taking that action you would 
be reflecting the views of the people you represent / 

Mr. Tuomas. I believe I would, provided the benefits stayed exactly 
as they are. 

However, as Chairman Murray stated the other day, all legislation 
is a compromise, and if I thought that this committee would see 
fit to raise the benefits in the Commission proposal sufficiently so that 
we would still have a very good and sound retirement bill, then I 
would prefer the 6 percent. 

However, in answer to your question, I would rather go along with 
S. 2875 with 7 percent. 

Mrs. Sr. Greorcr. Mr. Thomas, I noted that in Mr. Campbell’s 
testimony—I don’t believe he read this portion of the testimony— 
he referred to some studies made by the Bankers Trust Co. in 1948, 
1950, and again in 1955. These were studies of conventional plans 
for retirement by private industry, and they showed that 45 percent 
of these private plans have only employer contribution; in other 
words, the employee is not required to make any contribution. 

Are you at all familiar with any of those plans, and do you know 
how they stack up, for instance, with the plan of the Government 
employees ? 

Do these employees receive more or less of a retirement benefit? 
I think that is also very interesting, because, after all, the Government 
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employees must compare their plans with those of private industry. 
At least I would do that in their place. 

Mr. Tuomas. We have had several plans sent to our office, I be- 
lieve one of which came from the CIO some time ago. 

It appeared to me from just going through it, not too seriously, that 
they did receive more for their contribution than our employees. 

However, I would not say that definitely because I have not made 
a thorough study. 

Mrs. Sr. Groree. In 45 percent of the cases they would receive a 
great deal more because they would be making no contribution. 

Mr. Tuomas. I think that istrue. 

Mrs. Sr. Grorce. That is a rather interesting point, especially since 
it has grown from 35 percent in 1950 and 1952, contributed entirely 
by employers, to now where it is 45 percent, so that is evidently very 
much on the increase in private industry. 

Mr. Tuomas. It would seem to be. 

Mr. Ceperserc. I have noticed most of the witnesses I have heard 
here in the last few days have minimized the importance of this 30-year 
provision for retirement in the bill. I assume, then, your organization 
is not very much concerned about the ability to be able to retire after 
30 years of service because there are not many employees who are 
going to use it, anyway. Is that right? 

Mr. Tuomas. I wouldn’t know how many will use it, Mr. Cederberg. 
I do think we are very interested in it. 

I think there are certain cases where, as pointed out by a previous 
witness, the man is in poor health, not poor enough to enable him to 
retire on disability, but where he should retire and possibly even take a 
part-time job, a job that he can handle. 

I believe just for the protection of people such as that it would be 
a fine thing. 

Mr. Creprersere. If you were faced with the option of leaving the 
30-year retirement as it is in the present law, and having a more 
liberal survivors’ benefit provided, which do you think is preferable 
to your employee, to the people whom you represent ? 

Mr. Tuomas. I might say that is one which would put me on the 
spot, because I cannot honestly answer it. 

I do know that as long as our organization has been in existence 
they have asked for a 30-year optional retirement. 

Mr. Ceprerserc. Are you a postal clerk on leave? 

Mr. Tuomas. Yes, sir. 

Mr. Ceperserc. What would you do as an individual ? 

Mr. Tuomas. I have a suspicion that it would depend on my circum- 
stances as to family. I think in all possibility, if I had quite a num- 
ber of people likely to be survivors, I would prefer the survivor benefits. 

Mr. Ceperserc. If you were a father and had two children and a 
wife? 

Mr. Txomas. I believe if I had to make a definite choice and I had 
two children and a wife, I would in honesty take the survivor benefits, 

However, I believe if my circumstances were slightly different, my 
family might be raised, or if I had no family, then I believe I would 
prefer the 30-year option. 

Mr. Crperserc. Obviously that would be true. If your family 
were raised you have no further problem. However, that is a choice 
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we have to consider. The large bulk of the people you represent are 
family men. Is that right? 

Mr. THomas. Yes, sir. 

Mr. Ceperserc. So is it not true that in any retirement plan sur- 
vivorship and taking care of the widow and the children is of prime 
importance ? 

Mr. Tuomas. It is certainly very important. 

Mr. Ceperserc. Even if you were faced with a reduction in an- 
nuity, and later in life when problems of raising your family are over, 
the peace of mind you would receive during the period of productivity 
in raising your family would be worth a great deal if you knew they 
were adequately taken care of under a program like this? 

Mr. Tuomas. That is true. 

Mr. JoHANSEN. You referred to the continuing improvement of the 
fund. I notice in the next to the last column of the figures that in 
the years 1954 and 1955 there is a very sharp drop in the excess of 
receipts over disbursements. 

I suppose that is accounted for in substantial measure by the drop 
in the Government appropriation ? 

Mr. Tuomas. Yes, sir. 

Mr. JoHANSEN. You are assuming, apparently, that the program is 
improving. Are you assuming that the Government portion of the 
support is as good as there, even if it is not there? Otherwise how 
do you justify the conclusion that it is improving ? 

Mr. Tuomas. I certainly believe, Mr. Johansen, that if the fund, 
as presently constituted, were shown to be in jeopardy to the amount 
not contributed back here in 1954 and 1955, 1 think our Government 
certainly would make it good. 

Mr. JoHansen. But the question which disturbs me is this: If the 
situation in 1954 and 1955 with respect to the Government’s share con- 
tinued, say, for 10 years, then your excess of receipts over disburse- 
ments is going to be dropping ? 

Mr. Tuomas. Yes, sir. 

Mr. Jouansen. And it will continue to drop, which poses a matter 
of deep concern to me. 

Mr. Tuomas. However, in S. 2875 it is written that the Government 
shall contribute 7 percent, and I assume that anything that would 
come out of this committee would be a like bill in that respect. 

Mr. JoHANsEN. Are there not provisions, and I may be betraying 
my ignorance in existing laws, that the Government should contribute, 
too ¢ 

Mr. Tuomas. I don’t believe it is compulsory, sir. 

Mr. JoHansen. You think under the second bill the Government 
would obey the law ? 

Mr. Tuomas. It is written in the bill that the Government shall 
contribute 7 percent, or match the employees’ contribution. 

Mr. JoHANsEN. Sometimes I am not always sure that the Govern- 
ment will obey. 

Mr. Ruopes. Does your organization have supervisors? 

Mr. Tuomas. No, sir. We have some who have gone up from the 
ranks, and they maintain membership but not with voting privileges 
in the organization. 

The Cuarrman. Thank you very much, Mr. Thomas. 
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We will next hear from Mr. Paul A. Nagle, president-elect of the 
National Postal Transport Association. 


STATEMENT OF PAUL A. NAGLE, PRESIDENT-ELECT, NATIONAL 
POSTAL TRANSPORT ASSOCIATION 


Mr. Nace. Mr. Chairman, my name is Paul A. Nagle and I am 
president-elect of the National Postal Transport Association, which 
is the third largest postal employee organization affiliated with AF'L- 
CIO, representing approximately 28,000 employees of the Postal 
Transportation Service. As president-elect of our association my 
term of office does not begin officially until our convention in San 
Francisco in October. An earlier than usual start has been made upon 
the duties of leadership because of the personal illness of Mr. William 
M. Thomas, our retiring president. 

I thought I would be accompanied by two of my colleagues, but it 
happens that yesterday we had funeral services for our industrial 
secretary, Mr. John L. Riley, and our vice president, Mr. House, is 
accompany his body today to Hammond, Ind., for burial. 

It happens, also, that Mr. Wallace J. Legge, mentioned in the pre- 
pared testimony, is leaving today to officiate at the convention of the 
first division of our association, which is being held in Rockland, 
Maine, beginning this evening. 

We would like it to be clear that our testimony will make no attempt 
to compete in technical detail with that presented by Jerome J. 
Keating, vice president of the National Association of Letter Car- 
riers, who in the present instance is also voicing the opinions of the 
National Postal Transport Association, as chairman of the retirement 
committee of the Government Employees’ Council. We would appre- 
ciate nonetheless the privilege of expressing what it is hoped will be 
an original approach to the legislation before you while not imposing 
needless repetition upon the valuable time of this distinguished com- 
mittee. 

There are, Mr. Chairman, three general types of people covered by 
the Federal Civil Service Retirement Act. The three types are: 

1. Federal employees now in service; 

2. Persons who have left Federal employment and who are awaiting 
retirement; and 

3. Persons currently on the retired rolls. 

The biggest group by far is that comprising employees now in 
service. The National Postal Transport Association expresses most 
particular approval of the feature of S. 2875 which would change 
the computation factor to 2 percent of average salary after comple- 
tion of 5 years of service. We believe the more advantageous com- 
putation factor is clearly warranted by the developing pattern of 
annuity levels prevailing under systems other than that of the Federal 
civil-service retirement system. 

In testimony presented to the Senate committee at the time of its 
consideration of this legislation, it was advanced that private cor- 
porations have, in some instances, been liberalizing their benefits and 
that some corporations actually provide annunties equaling 75 per- 
cent of the annuitants’ salaries upon completion of 30 years of service. 
We know of no private industrial plan in which the deduction factor 
for employees’ contributions exceeds 6 percent. The trend appears 
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to be toward providing annuities on a full management contribution 
basis rather than one of participation by the employees. Contrary 
to seeking a reduction in employee contributions we are, on the basis 
of the liberalized provisions of S. 2875, supporting an increased em- 
ployee contribution. One of the reasons that our members accept 
the increased deduction is the more favorable computation factor. 
We believe the two cannot be disassociated. 

Perhaps an even more compelling reason for the need to have a 
better method of computation is that postal and Federal employees 
have been unable to secure an income which would enable them to 
lay aside regularly portions of their salaries for savings purposes. 
In view of the truism that these people approach retirement age with 
little or no cushion of savings, it is urgently necessary that the an- 
nuities be of a size which will sustain a dignified standard of living. 
We believe further that the revised computation factor is warranted 
in order to liberalize the Retirement Act generally as well as to en- 
hance the annuities of the lowest income group, the people who are 
most urgently in need of adjustment. 

If appropriate protections are afforded to employees during the 
first 5 years of their Federal service, there is Siatel career type of 
merit in the operation of S. 2875 to allow the more advantageous 
computation only on those years of service in excess of the initial 5. 
This distinguished committee is one of our Government’s most ardent 
advocates of a career civil service. In view of that, special attention 
is warranted to the feature of providing interim protection to the 
new employee and upon his attaining status for purposes of coverage 
by the Retirement Act to afford the inducement of more favorable 
computation procedures. 

The members of the National Postal Transport Association are at 
least equally interested in the provision of S. 2875 which would permit 
earlier retirement at levels of reduction penalties less stringent than 
those contained in present law. The claim has been made that the 
30-year optional feature of S. 2875 would induce mass retirement 
of Federal employees at an early age level. We believe this fear not 
to be well founded. The experience of the National Postal Transport 
Association has been that relatively few people elect to avail them- 
selves of present law’s authority to retire after 30 years of service 
upon attainment of age 55. We are of the opinion that no mass 
exodus would occur upon completion of 30 years of service if this 
provision of S. 2875 is enacted. 

We heartily endorse the 30-year optional provision because of its 
basically progressive character, and also because of its primary im- 
pact upon those people who may need S. 2875’s provision to protect 
them in cases of partial disability or in cases shine access to their 
employment might be changed by such means as job elimination or 
in such specific situations as geographical shifting of Postal Trans- 
portation Service assignments. The fact that the majority of Federal 
employees has not enjoyed a so-called saving wage is another reason 
why the 30-year optional feature is not to be expected to result in 
wholesale retirements. The claim that there will be wholesale early 
retirements centers in the period of life between the years 50 and 
55. With the levels of Federal employee income that have been pre- 
railing it is a simple fact of domestic economics that at age 50 or 
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55 most of our people are simply not qualified financially to elect 
retirement. 

The people entering the Postal Transportation Service are predomi- 
nantly veterans who have married later in life than has been the 
previously existing pattern. Consequently, they are raising families 
at a later than ordinarily normal age and the initial financial obli- 
gations of establishing a home are carried to a more mature time 
of life. At that greater maturity, it has been our experience that 
our people need to be making provisions for the education of a still 
growing farhily. While being young enough to be faced with the 
provlems of family growth, these people are already too far advanced 
in years to secure advantageous employment other than that in which 
they have spent their postal careers. Hence, we are not apprehensive 
over the possibility that enactment of a 30-year optional feature would 
have a drastic impact upon the retirement pattern of Federal em- 
ployees. In any event, early optional retirement is looked upon as 
much-needed insurance against destitution in the face of declining 
health or against hardship due to employment changes brought about 
by altered postal service and automation. 

The third very attractive feature of S. 2875 is the proposal to change 
the survivorship arrangements to provide for free survivorship up to 
$2,400 of basic annuity. We believe this feature is highly laudable 
and it is with the utmost respect that we suggest, Mr. Chairman, that 
the basic annuity level for free survivorship might more properly be 
set at $3,000 rather than $2,400. Our interest in this aspect of S. 2875 
is once more closely associated with the inability of our people to have 
accumulated savings. Without advancing any technical data on the 
percentages of people who retire without electing to accept a reduced 
annuity in order to provide for their survivors, let it be said quite di- 
rectly that my experience has been that there is a distressingly large 
siete of retirees who are unable financially to elect to provide for 
possible survivorship. Thus we have a dual problem. If we improve 
the method of computation we enhance the survivorship quality of the 
general picture of aging in Federal service, but we have failed of our 
major objective in this regard if we do not insure that survivorship 
benefits are available to every potential survivor. 

The position of the National Postal Transport Association is that 
we cannot concur in any proposal to make a uniform 5 percent survi- 
vorship deduction on all levels of annuity. The need is to eliminate 
deductions at lower income levels and if the 5 precent feature is ex- 
tended to cover amounts of annuity in excess of $1,500, thus replacin 
the current 10 percent deduction factor, the people in most dire nee 
will reap no benefits. Accordingly, we petition your favorable con- 
sideration of the free survivorship concept. ‘ 

We wish finally, Mr. Chairman, to suggest that your committee’s 
attention be directed to having S. 2875 provide coverage of death in 
service in the same way that the bill would provide protection to the 
person who suffers disability. If this were to be done, the family of 
the emloyee who dies in service would be entitled to severertp 
benefits based upon the lesser of either 40 percent of the average sal- 
ary of the deceased or the annuity he would have earned had he con- 
tinued in service until reaching age 60. This arrangement would 
afford much-needed protection to the families of employees who would 
already have been stricken by untimely death. 
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With these comments, Mr. Chairman, we conclude our presentation. 
We do make the further request that you receive our special apprecia- 
tion for your having received the views of the National Postal ‘Trans- 
port Association and for having accorded us the privilege of appear- 
Ever you to present our statement. 

. ee Cuamrman. What is the average salary of the postal clerk 
toda 

Me. Nactz. The average salary of our distributors is about $4,600. 

The Cuarrman. What is the starting salary for the postal clerk? 

Mr. Nace. The starting salary for postal clerks, for our members 
now, is $1.92 an hour. Our people all begin as substitutes. 

The Carman. Disabled veterans have preference? 

Mr. Naetz. That is correct, sir. 

The CuHatrmMan. What is the maximum salary? 

Mr. Nacrze. The maximum salary—I am afraid I cannot tell you 
offhand, sir. 

The CHarmman. Further questions? 

Mr. Rees. Are nearly all of your members veterans? 

Mr. Nagetr. Nearly all are, Mr. Rees—either they are veterans of 
World War I or World War II. 

The Cuarrman. Service-connected disabled veterans get first pref- 
erence ? ; 

Mr. Nacatg. That is correct. 

The Cuatrman. They are drawing disability pension, also, many of 
them ? 

Mr. Nacxx. In some cases, yes. It is not universal, but in many cases 
that is true. 

The Cuatrman. Other questions? 

Mr. Moss. At page 2 of your statement, you deal with the question 
of the increased computation factor ¢ 

Mr. Naate. Yes, sir. 

Mr. Moss. If the recommendation of the Commission is 134 percent 
for all years of service, and if that were to be adopted, would your 
association still favor the increased contribution from 6 to 7 percent? 

Mr. Naate. I would say they would not, sir. 

Mr. Moss. That is felt, then, to be a basic part, as far as the em- 
ployee is concerned, of his willingness to pay more for the retirement 
package? 

Mr. Nacte. Yes, sir. 

Mr. Moss. And that would be equally true of the survivorship, 
the margin of $2,400 or $1,200 in annuities ? 

Mr. Naate. At least equally, sir. 

The Cuamman. Thank you very much, Mr. Nagle. 

The next witness is Mr. Alfred F. Beiter, president, National Cus- 
toms Service Association. 


STATEMENT OF ALFRED F. BEITER, NATIONAL PRESIDENT, 
NATIONAL CUSTOMS SERVICE ASSOCIATION 


Mr. Berrer. I am president of the National Customs Service Asso- 
ciation. 

Before making my statement, which is brief, I would like to make a 
request of the committee. 
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On Thursday of last week, Mr. Thomas C. Gibney, president of the 
United States Immigration National Service Association, was pres- 
ent and would have testified. However, the meeting recessed prior to 
the time his name was reached. He has asked me to ask the com- 
mittee whether he could not insert his statement in the record as if it 
had been delivered at that time. 

The Cuarrman. Without objection that will be done and the state- 
ment will be inserted in the record. 

(The statement referred to is as follows :) 


STaTEMENT OF THOMAS C. GIBNEY, NATIONAL PRESIDENT OF THE UNITED STATES 
IMMIGRATION-NATURALIZATION OFFICERS’ ASSOCIATION 


My name is Thomas C. Gibney. I am national president of the United States 
Immigration-Naturalization Officers’ Association, an organization representing 
officers of our Service stationed throughout the continental United States and in 
Canada, Alaska, Hawaii, Guam, Cuba, Bermuda, the Virgin Islands, Europe, and 
China. I am accompanied by Leonard J. Martin, national secretary of our 
association. 

First, I would like to thank the distinguished chairman, Congressman Mur- 
ray, and the members of his committee for arranging a hearing on Senate bill 
2875 in sufficient time so that action may be taken on it during the present 
session of this Congress. 

We would also like to express our appreciation to the distinguished chairman 
and members of this subcommittee for affording us this opportunity of express- 
ing our views in favor of this important and progressive legislation. 

While we are strongly in favor of this bill we would like to suggest to the com- 
mittee a few minor amendments which we think would strengthen it. We feel 
that section 6 (a) should be amended by striking out the words “who attains 
the age of 60 years.” It is our contention that an annuity should be granted 
for years of service rather than for age. It would seem equitable if two people 
(one 24 years of age and the other 30) entered Government service on the same 
day and paid the same percentage of their salary into the retirement fund were 
permitted to retire at the same time and under the same conditions. We are 
aware of the fact that it has been said that the cost of a straight 30-year retire- 
ment would be prohibitive. We feel that this is not true, since it is our im- 
pression that only a small minority of employees would elect to retire at an 
early age, and then only for a compelling reason. The law of economic necessity 
would, in most cases, prohibit the man who entered the service at 24 years of 
age from retiring at 54 years of age. In most cases he would have family re- 
sponsibilities such as a mortgage on a home, children finishing school or college, 
and other expenses of the kind that a Government employee usually incurs, 
making it impossible for him to even consider retiring. 

Section 6 (c) provides that any employee, the duties of whose position are 
primarily the investigation, apprehension, or detention of persons suspected or 
convicted of offenses against the criminal laws of the United States may retire 
under special conditions. We urge the committee to give some consideration to 
specifically including immigrant inspectors within this category. They are con- 
stantly required, either as a result of their own inspection or prior information 
received, to detain and keep in custody or transport known and dangerous crimi- 
nals for other Government agencies whose agents are permitted to retire under 
the so-called hazardous provisions of the Retirement Act. 

It is our opinion that section 9 (a) be amended by striking out the 1% percent 
mentioned on the third line of this section and restoring the original 2 percent. 
Once more we can anticipate that the question of the prohibitive additional cost 
will be raised. We conceded that there will necessarily be an additional cost, 
but we do not feel that it will be prohibitive. 

Senate Report 1787 states on page 2: “The legislative history of the civil- 
service retirement system makes it quite clear that it has been the continuing 
intent of Congress since approval of the original act in 1920 that the cost of the 
program should be shared equally by the Government and those subject to it. 
In practice, however, the Government has failed to meet its share of the cost 
of the program, whereas employees have met their share of the cost through 
regular payroll deductions required by law.” 

The table on page 3 of the same report shows that from 1920 to the end of 
the fiscal year 1954 only in 8 years was the Government contribution equal or 
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greater than the employees contributions. It also shows that during this 
period, in only 9 years, were the disbursements of the fund greater than the 


employees contributions. It also shows a balance in the fund of approximately 
$6 billion. 


Another point that should be kept in mind when considering cost to the 
Government is that a great percentage of those that retire will be at the top of 
their grade. Their replacements will be promoted from lower grades and there- 
fore the Government will save the difference in their salaries for several years. 


We would also like to express our hope that the committee will see fit to 
accept section 10 without amendments. 


Finally, we would like again to convey to the committee our sincere apprecia- 
tion for being permitted to appear here today. 

The CuatrMAn. You may proceed, Mr. Beiter. 

Mr. Berrer. Mr. Chairman and members of the committee, I am 
Alfred F. Beiter, national president of the National Customs Service 
Association. We represent some 6,000 officers and employees of the 
United States Customs Service. Our members are longtime career 
Government employees. The Customs Service is outstanding among 
Federal employee groups for its low turnover. Those who become part 
of the agency seldom leave it, except to retire. 

Our members are enthusiastic about S. 2875, the bill now before you 
for consideration. It is a fact that this bill will provide the things 
career civil service employees have long sought, aaa as: early elective 
retirement, less reduction for age under 60, less or no deduction for 
electing a survivor, and best of all, an increased factor for the compu- 
tation of annuity. 

Customs employees are most willing to pay 7 percent of their sal- 
aries into the Civil Service Retirement Fund if S. 2875 is enacted into 
law. We urge that the 2-percent formula for computing annuities 
as provided in the Senate bill, be retained. This would be more in 
line with the act of March 6, 1954, which prescribed a more liberal 
method for optional use in computing the retirement and survivorship 
annuities of congressional employees. 

Our national committee on retirement has studied S. 2875 and, on 
the basis of the aforementioned features alone, highly favors its pas- 
sage and urges that it be reported favorably to the Senate. 

Our retirement committee has made certain comments relative to 
some provisions of the bill which we submit now in the form of sug- 
gestions rather than proposed amendments for your consideration. 
[ shall touch on them briefly, with a very minimum of explanation 
since most of them require little elaboration. 

Page 42, section 1 (e): We think the average salary period could 
very well be based on a 3-year period rather than a 5-year period, with 
very satisfactory results and with very little increase in cost. This 
would afford some slight benefit to those who fulfill the duties of a 
higher position satisfactorily for a limited period. Three years should 
be Sonslenve proof that the employee is qualified in the performance 
of his work. In the case of involuntary retirement or retirement be- 
cause of disability the 3-year period would provide some benefit. 

Page 44, section 1 (1) : Discontinuance of the interest after Decem- 
ber 31, 1956 on the sum now in the fund and on the future payments of 
over 21% million employees at the rate of 6 percent of their basic sal- 
aries is a very substantial gain to the Government and loss to the em- 
ployees. It is true that objections may be raised to this bill because of 
the additional cost involved, and the savings resulting from the elimi- 
nation of the interest would cover a substantial part of the increased 
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cost. If salary deductions are to be increased from 6 percent to 7 per- 
cent as proposed i in S. 2875, the increased cost would be fully met. We 

will accept either, or both, the loss of interest and the increased pay- 

ment if the benefits as stated in the bi!l before you are approved. 

Page 53, section 6 (c): Present law permits FBI agents, customs 
agents, nar ‘cotics agents, port patrol officer, etc., to retire on full annuity 
after 20 years of service at age 50 because of the unusual hazardous 
nature of the duties of their positions. We suggest that the committee 
consider including customs inspectors in this classification. Inspectors 
are charged with ‘the duty of preventing smuggling and in the course 
of their duty frequently apprehend known or suspected criminals, 
narcotics peddlers and persons under the influence of narcotics. 

The Senate committee report on S. 2875 indicates that members of 
the Senate committee were impressed with the merits of some exten- 
sion of the provision to include other groups of employees. Because of 
what it termed the “complexity” and “size” of the problem the com- 
mittee directed its staff to make a special study of the subject. We are 
pleased with this public acknowledgement that there are additional 
employees who should be included in this group who enjoy special 
retirement benefits. Testimony on this subject was presented to this 
committee on June 12 during hearings on S. 65, the bill to extend 
optional retirement priv ileges to employ ees in the field service of the 
Bureau of Prisons, Federal Prison Industries, etc. At that time I 
requested that Customs employees be included in this special group and 
that S. 65 be broadened to include them. However, I believe the proper 
procedure would be to amend S. 2875. We believe our testimony on 
S. 65 covers our case pretty thoroughly. 

Page 54, section 6 (d) : It is suggested that the committee give con- 
sideration to changing this section to provide an immediate annuity to 
employees v roluntar ily separated who have completed 20 years of serv- 
ice. An employee who has served between 20 and 25 years and has not 
reached age 50 would not be entitled to an annuity until age 62. A sep- 
arated employee of middle age, after having spent 20 to 25 years in 
Government service would have gained little skill of value to general 
outside industry. Because industry is hesitant about hiring middle- 
aged employees, especially if they lack the required skill, the chances 
of reemployment in a comparable position are small. At this time 
of life when an employee has assumed heavy family obligations with 
the reasonable expectation that his permanent status could be relied 
upon, he would be fortunate if he could find work even in a poorly paid 
field, menial in character. Therefore, we entreat you to give special 
consideration to employees who have lost their positions through no 
fault of their own and who must start a new career under such difficult 
conditions. Therefore, we believe that this part of the bill should 
read : 

Any employee who completes 20 years of service shall upon involuntary separa- 
tion from the service not by removal for cause on charges of misconduct or 
delinquency, be paid a reduced annuity computed as provided in section 9. 

Page 62, section 9 (f) : We would suggest the following addition to 
this section : 

If the designated wife or husband should predecease the employee or member 


making such election, the reduced annuity shall be recomputed as if no election 
had been made. 
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It seems unjust to have to continue to pay for the coverage of a 
spouse who no longer exists, inasmuch as the Government will never 
have to pay an annuity to a survivor. It is only proper that the full 
annuity should be restored to the annuitant. 

Page 65, section 10 (a) (3) : Many of the pending bills to revise the 
Civil Service Retirement Act would allow a surviving widow or 
widower to remarry after age 55. 

Forfeiture of the annuity presents an obstacle to contemplated re- 
marriage for lonesome people seeking companionship, because of the 
gamble that the marriage may or may not last, but the annuity is lost. 

Page 65, section 10 (c) : We would suggest that a surviving widow 
or widower should be allowed to remarry after age 55. 

Page 79, section 16 (a): This section provides that annuities shall 
not be assignable, either in law or equity, or be subject to execution, 
levy, attachment, garnishment, or other legal process. We suggest the 
committee consider adding the word “taxation.” Federal employees 
pay income taxes on all their yearly earnings including the amount 
deducted from their salaries for the retirement fund. The annuitants 
must maintain a lower standard of living aggravated by the fact that 
Federal income tax payments are deducted from their pensions bought 
with their previously taxed earnings. Those under the Railroad Re- 
tirement Act or receiving social security are not taxed in this respect. 
Civil service retirees should enjoy the same privilege. 

Page 84, section 4: Continuation of prior rights should include the 
statement that the annuity shall be not less than would have been re- 
ceived if this act had not been enacted. 

The other worthwhile features of S. 2875 should be retained and we 
endorse them wholeheartedly. 

Gentlemen, believe me, without detracting one iota from any of the 
laws that have come out of this committee in the past, if the purpose 
of this bill can be substantially achieved, this legislation will deserve 
to be ranked as one of the outstanding legislative accomplishments of 
the past two decades insofar as Federal employees and their depend- 
ents are concerned. 

The Cuarrman. I thought you were satisfied with S. 2875. Why 
all these amendments ? 

Mr. Berrer. We are generally satisfied, Mr. Chairman, but we 
thought these amendments would be helpful. 

Mr. Lesinski asked a question. He spoke of the bill to increase the 
retirement benefits of those employees presently in the service, and 
those who have already retired. 

We can concur in the statement made by the previous witness, that 
we think that the bills are of sufficient importance so that they can be 
considered separately. I make that statement for this reason: At 
least 39 Members of Congress already have introduced, both Republi- 
cans and Democrats, and at least 5 members on this committee, they 
have introduced bills which would increase the benefits of those who 
already have retired. 

My opinion is that we are not so much interested in the handful of 
retired employees that probably have inherited some funds to augment 
their present retirement benefits, but we are interested in the 10,000 
retired employees who will not be with us a year from today. Many 
of them are in hospitals, in recuperating homes, homes which would 
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take care of aged people, and it is those people in whom we are particu- 
larly interested. 

We hope this committee will conduct hearings in the very near 
future so that we can present our views, and the Members of Con- 
gress who are atestel in this legislation can present their views as 
to why we believe that those who have already retired should get a 
small increase at this time, and not a year from now. 

Mr. Rees. Talking now about separate legislation, separate from 
this? 

Mr. Berrer. That is right, Mr. Rees. There are separate bills 
which have been introduced by at least 37 Members; I think at least 
5 members of this committee have introduced legislation. They don’t 
make the same recommendations but most of the bills are almost iden- 
tical, to increase the benefits of those who are already on the retire- 
ment roles, 

Mr. Rees. I want to make this observation, especially for those 
Members of Congress who came in in recent years. 

Mr. Beiter is a former Member of the House of Representatives. 
He represented a district from the State of New York. He served 
for a period of 4 years or more. 

Mr. Berrer. I served four terms, Mr. Rees. I had the distinct privi- 
lege of serving with a great many members of this committee. I will 
say the advice they gave me when I first entered the House, including 
the advice of Mr. Rees, Mr. Murray, and others, was very beneficial 
to me, and I shall always cherish the thought that I did serve with 
these distinguished gentlemen. 

Thank you very much. 

Mr. Lestnsxr. In other words, by your comments I take it that if we 
have retirement legislation and other bills, we should take up retire- 
ment for those employees you mention ? 

Mr. Berrer. If we are given the opportunity to testify on that leg- 
islation I think we can convince every member of this committee that 
those people who are already retired are entitled to a little increase 
at this time. 

The Cuatrman. I believe you represent the National Association of 
Retired Employees, do you not? Did you take Mark Shields’ place? 

Mr. Berrer. Yes. Mark Shields was not feeling to well and I agreed 
to carry the ball for him. I am their legislative representative, Mr. 
Chairman. 

The CuHatrman. Retired employees have been given several in- 
creases. 

Mr. Berrer. They have been given three increases, Mr. Chairman. 

The Cuamrman. What does it amount to percentagewise ? 

Mr. Berrer. About 50 percent. 

The Cuatmrman. The last increase was given at the last session of 
Congress, was it not ? 

Mr. Berrer. That is true, but the cost of living has increased 

The Cuatmrman. On what assumption do you proceed in advocating 
a further increase? Is it your philosophy that the Government owes 
these retired employees the cost of living and they should support 
them entirely ? 

Mr. Berrer. Not entirely. They certainly couldn’t live entirely upon 
the retirement benefits they are receiving now. veg 











REVISION OF THE CIVIL SERVICE RETIREMENT ACT 109 


The Cuarrman. You know that many of the retired employees con- 
tributed very little to this retirement fund. When they started that 
it was only 24% percent. ' 
Mr. Berrer. Most of those fellows have gone to their reward by this 
time. 

The Cuatrman. We increased it to 6 percent only several years ago. 

Upon what actuarial theory do you rest your contention that the 
Government owes it to the retired employees to increase their annui- 
ties ? 

Mr. Berrer. I am not an actuarial man, but I am looking at the 
present fund that is there and is improving each year through the 
contributions that are made. I notice it is now nearly $7 billion, and 
had the Government contributed its proportionate share, as S. 2875 
says they should do, and requires that they now do, if the percentage 
increased from 6 to 7 percent, that the Government shall contribute 
its share, you will find 

The CHarrman. Have you consulted an actuarial expert about the 
soundness of this? 

Mr. Berrer. I am not an expert. 

The Cuatrman. Have you conferred with any actuarial expert on 
this? 

Mr. Berrer. No, sir. 

The Cuarrman, Have you conferred with the members of the Board 
of Actuaries who have charge of this fund ? 

Mr. Berrer. No. I think they are very conservative, though, judg- 
ing from the charts I have seen. 

‘he Cuarrman. You know that there has been a tremendous increase 
in Federal employment, and those who are retiring today will be in- 
consequential compared to the number who will retire in 1975 and 
1980 ¢ 

Mr. Berrer, That is true, but if the Federal Government makes its 
contribution, that fund will be increased by more than $7 billion. 
Estimates would be around $10 billion. 

The Cuatrman. The Government has contributed about $1 billion 
less than the Federal employees up to date. Those are the figures. 

Mr. Berrer. For the first 8 or 10 years they didn’t contribute a cent. 

The Cuairman. I am talking about total amount of contributions. 
It is about $1 billion less on the part of the Government. 

Mr. Berrer. That is right. 

The CuarrMan. Questions? 

Mr. ALExanver. What is the average salary of the employees you 
represent ? 

Mr. Berrer. Mostly in GS-6 and GS-7. 

Mr. ArexAnper. What amount is that ? 

Mr. Berrer. Around $4,200, somewhere around there. 
rected—it is an average of $4,300. 

Mr. Arexanper. What is the maximum ? 

Mr. Berrer. I believe we have in the service approximately a dozen 
men in grade GS-15. 

Mr. Dowpy. I would like to ask one question in connection with a 
letter I got. A man will be retiring in December of this year because 
he is reaching age 70 in December. He says it would make quite some 
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difference in the amount that he would be able to receive under retire- 
ment if something going into effect on this were changed to December 
rather than January 1. I have not heard anything on that at all. 

Mr. Berrer. I don’t recall any suggestions made, but that very 
question that the Congressman has raised has been called to my atten- 
tion on at least 1 or 2 occasions. 

I don’t know how the correction could be made. I don’t see how the 
legislation could be made retroactive, because if you start doing that 
you will get into real difficulty. 

Mr. Downy. From the information this man gave me, he said if it 
were December 31 instead of January 1 it would make a difference so 
far as he is concerned. 

Mr. Berrer. That is right. 

Mr. Dowpy. I have been interested in the actuarial soundness of 
this fund. I notice folks in Federal employment now will not be re- 
tiring for 15 or 20 years, or maybe even longer than that, and they 
want to get the best possible annuity when they retire. It is only 
reasonable and human, if deductions are taken from their salary now 
they want to benefit from it. 

It is my information that it would require a contribution from the 
Government each year in an amount of probably twice what is bein 
deducted from employees’ salaries to keep the fund on a basis whic 
would permit payment of all pensions and annuities. 

I say twice because I notice in 1955 the salary deductions were in an 
amount of $440 million, and I understand that it takes around $800 
million plus each year for the Government to keep the fund sound. 

There was some discussion between you and the chairman about the 
actuarial soundness of this. Perhaps the Civil Service Commission 
or somebody also discussed it. My interest in that caused me to ask 
about those figures. 

Mr. Berrer. I think that is one reason why the members of our asso- 
ciation are perfectly willing to have the percentage increased from 6 
to 7 percent, to see that the fund is kept sound, and then if the Federal 
Government will contribute its 7 percent, that will be another sub- 
stantial figure or substantial amount that will help to keep that fund. 

Furthermore, if the Federal Government will attempt to pay to the 
f | what it now owes the fund, I think we will have a good sound 
fund. 

Mr. Downy. Actually all the fund there is owed by the Govern- 
noes Ie it not? There is no cash laying up anywhere. Is that not 
right 

Mr. Berrer. I think you are right. 

Mr. Ruopes. Mr. Beiter, what is the average annuity to presently 
retired Federal employees? 

Mr. Berrer. $1,700. 

The Cuatrman. Thank you. 

The next witness is Mr. William H. Ryan, president, District 44, 
International Association of Machinists. 

Mr. Lorrz. Mr. Ryan, who is the president of District 44, was not 
able to be here, so he requested that I present his testimony for him. 

The Cuairman. Leonard Lopez, assistant to the president of Dis- 
trict No. 44, International Association of Machinists, will proceed. 
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STATEMENT OF WILLIAM H. RYAN, PRESIDENT AND LEGISLATIVE 
REPRESENTATIVE OF DISTRICT NO. 44, INTERNATIONAL ASSO- 
CIATION OF MACHINISTS, PRESENTED BY LEONARD LOPEZ, 
ASSISTANT TO THE PRESIDENT OF DISTRICT 44 


Mr. Lopez. I might also state that being affiliates of the Government 
Employees Council, AFL-CIO, and also because of the fact that other 
representatives of the affiliates who are much better qualified than I 
to answer any of the questions regarding this particular bill will tes- 
tify, if you will permit me I will skip all of that first portion of the 
testimony of Mr. Ryan and proceed to that particular section where 
I might be able to answer questions if asked. 

The Cuarrman. You desire that Mr. Ryan’s statement be copied in 
full in the record ? 

Mr. Lopzz. Yes, sir. 

The Cuarrman. That may be done. 

Mr. Lorrez. Mr. Chairman and members of the committee, the mem- 
bership of our organization, District No. 44 of the International Asso- 
ciation of Machinists, is composed of that portion of the 900,000 mem- 
bers of the International Association of Machinists, AFL-CIO, who 
are skilled employees of the Federal Government in Navy yards, ar- 
senals, Air Force activities, Bureau of Engraving and Printing, Gov- 
ernment Printing Office, Alaskan Railroad, Panama Canal Company, 
mail equipment shops of the Post Office Department, Coast Guard 
stations and various hydroelectric activities under the Department of 
the Interior. 

Our organization wishes to go on record as endorsing S. 2875 which 
is at present under consideration by this committee. After having 
reviewed and analyzed the subject bill, we recognize it as a most bene- 
ficial piece of legislation which is long overdue. In fact, when con- 
sidering the many piecemeal revisions since the passage of the act on 
May 29, 1930, S. 2875 could be considered as a necessity, in order to 
bring into focus the present basic needs of those who retire in this 
modern day of living, commensurate with standards which have 
vastly changed from those of the year 1930. 

We are especially grateful that these amendments are being made to 
the basic Retirement Act without coordinating the Civil Service Re- 
tirement Act with the Social Security Act. Such coordination pro- 
posal has been most obnoxious to our membership; and our national 
conventions have since consistently recorded themselves as being op- 
posed to any coordination of the Civil Service Retirement Act with the 
Social Security Act. In this respect they have been most adamant. 

It is our firm belief that the necessary proposed changes can be 
readily realized, in spite of the apprehension expressed by those who 
are concerned over the funding of the Civil Service Retirement Sys- 
tem. Some legislative means should be found to require the Federal 
Government to appropriate, and pay into the fund each year, the actu- 
arial estimate of the Government’s monetary obligations to the fund. 

Our organization endorses the realistic changes proposed by S. 2875 
which relate to— 

1. A new formula for computing future retirees annuities. 

2. The lessening of annuity penalties for retirees. 
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3. Increase in ceilings on annuities to surviving children and widow 
and/or dependent widower. 

4. The lessening of penalties for dependents and survivor coverage. 

5. Immediate survivor annuities to widows upon demise of their 
husband. 

6. Guaranteed percentage minimum annuity for employees retired 
on disability. 

7. Immediate reduced annuity for employees involuntarily sepa- 
rated after 20 years of service and attainment of age 50. 

Our organization suggests that S. 2875 be amended in the interest 
of clarification on the following point: That under section 1, titled 
“Definitions” the terms “basic salary” and “average salary” be clari- 
fied to state that longevity pay is to be considered as a part of the 
“base salary” and “average salary” as it applies to the act. It is our 
understanding that longevity pay has been an issue of legal interpreta- 
tion under the Retirement Act; we, therefore, believe that a firm defini- 
tion written into the law would prevent future misunderstandings 
and questions on the inclusion of such pay in computing deductions 
and retirement benefits. This clarifying language could be made by 
writing in appropriate language after the “proviso” in subparagraph 
(d) of section 1 of S. 2875. 

We believe that section 7 (d) of S. 2875 places an unfair earning 
restriction on a disability annuitant. This provision creates an in- 

uity wherein a disability annuitant may be striving to rehabilitate 
himself by engaging in limited employment, such as the operation of 
a newsstand. Furthermore, the provisions of this paragraph might 
possibly be construed to mean that income from investments, which 
have no relation to the disability annuitant’s earnings from Govern- 
ment employment, could be the cause of disqualifying the person for 
further disability annuities. We therefore recommend that the last 
sentence of section 7 (d) of S. 2875 be stricken from the proposed 
legislation. 

It is our firm belief that once an employee has rendered 30 years of 
satisfactory service to an employer, he is entitled to receive “due con- 
sideration” upon retirement, irrespective of age. We therefore rec- 
ommend that section 6 (a) of S. 2875 be deleted ; and that section 6 (b) 
of S. 2875 be amended to read as follows: 

Sec. 6. (b) Any employee who completes 30 years of service shall, upon separa- 
tion from the service, be paid an annuity computed as provided in section 9. 

We would also recommend that section 9 (a) of S. 2875 be amended 
to read as follows: 

Seo. 9. (a) Except as otherwise provided in this section, the annuity of an 
employee retiring under this Act shall be the larger of (1) 2 per centum of the 
average salary multiplied by the total service, or (2) 1 per centum of the aver- 
age salary, plus $25 multiplied by the total service: Provided, That the annuity 
shall not exceed 80 per centum of the average salary: Provided further, That 
the annuity of an employee retiring under section 7 shall be at least (1) 40 per 
centum of the average salary or (2) the sum obtained under this subsection after 
increasing his total service by the period elapsing between the date of separa- 
tion and the date he attains the age of 60 years, whichever is the lesser, but 
this proviso shall not increase the annuity of any survivor. 

We further recommend that the limitation of $2,400 in section 10 
(a) (1), and (2) of S. 2875 be stricken from the act. In this respect, 
we believe that the formula used to establish the “survivor annuities” 
are restrictive enough without this added provision. 
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We firmly believe that S. 2875 should be amended so that it would 
allow a transfer of credit from retirement to social security in certain 
cases; and that the “Coverage Under Social Security in Lieu of Lump- 
Sum Credit,” noted in section 12 (p. 17) of Senate Report No. 1787 
on 8. 2875, be reinserted in the bill. 

There is a glaring inequity caused by the language in section 7 (f) 
of S. 2875, which same language is now in effect in the Civil Service 
Retirement Act of May 29, 1930, as amended. 

This subparagraph as written is interpreted by the Civil Service 
Commission and Bureau of Employees’ Compensation as forbidding 
concurrent payment of a retirement annuity and compensation dis- 
ability award to an employee, even though retiring under the pro- 
visions of section 1 (a) of the Civil Service Retirement Act of May 
29, 1930, as amended, for age and services rendered. 

The interpretation of the Commission and Bureau of section 7 (f) 
of S. 2875 completely ignores the fact that the provisions for eligi- 
bility to retire under section 1 (a) of the present retirement law, are 
entirely different and would occur under completely different cir- 
cumstances. 

The provisions for retirement under section 1 (a) of the present 
retirement law are: 62 years of age and having rendered at least 15 
years’ service. 

Whereas, the provisions for a “disability retirement” as per section 
6 of the present retirement law (sec. 7 of S. 2875) are— 

(1) Must have served a total period of not less than 5 years; 

(2) Before reaching the age and service requirement of section 
1 (a), have become totally disabled for useful and efficient service 
in the position occupied, by reason of disease or injury; 

(3) Must be examined by a medical officer of the United States, 
or other duly qualified medical authority designated by the Civil 
Service Commission ; 

(4) Subject to annual examination until reaching age 60. 

For example, an employee receiving a scheduled award for perma- 
nent disability which involves solely the loss, or loss of use, of a 
member or function of the body, or involves disfigurement—which 
does not render him totally disabled for useful and efficient service 
in the position he occupies—cannot retire under the provisions of 
section 6 of the present retirement law (sec. 7 of S. 2875) ; yet, if he 
is 62 years of age, and has rendered 15 years of service, he can retire 
under the provisions of section 1 (a). 

Here the inequity begins. If he retires under section 1 (a), he is 
not entitled to receive compensation award payments for his service- 
connected injury—which the Bureau of Employees’ Compensation 
says he has coming to him because of said injury—at the same time 
he is receiving his retirement annuity, and in spite of the fact that he 
did not retire because of said injury. 

The only way he can receive full payment for his injury, under 
the circumstances, is to remain working for the full period covered 
by the compensation award ; during which period of employment he is 
entitled to receive concurrently, his Government pay. 

We strongly recommend that this inequity be corrected by amend- 
ing section 6 of the existing civil service retirement law to permit 
concurrent payment of compensation awards for permanent disability 
which involves solely the loss, or loss of use, of a member or function 
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of the body, or involves disfigurement, and earned retirement annuities 
from the civil service retirement fund, when said retirement is based 
upon the provisons of section 1 (a) of the present retirement law. 

Our organization deeply appreciates having had the opportunity 
to testify on this subject and we urge this committee to take favorable 
action on this much needed piece of F legislation. 

Thank you. 

The CHarrMan. Questions, gentlemen ? 

(No response. ) 

The Cuarrman. Thank you very much, Mr. Lopez. 

It is almost 12 o’clock and the House will soon be in session. 

Before we adjourn this morning I would like to welcome a visitor 
here who is a member of the British Parliament. The committee is 
honored this morning to have as one of its spectators Mr. Douglas 
Horton, a member of the British Parliament and general counsel 
of the British Trades Union. We are glad to have you with us, Mr. 
Horton. 

The next hearing on the retirement bill will be on Thursday. To- 
morrow the Subcommittee on Manpower Utilization headed by Judge 
Davis has already scheduled hearings so we cannot have another 
hearing on this legislation until the following day. 

Mr. Rees. I would like to ask permission “to insert at this point a 
statement by our distinguished colleague, Mrs. Edith Nourse Rogers, 
on House bill 2090. She is very anxious that this committee ‘give 
consideration to her proposal, and asked that I insert her statement 
at this point. 

The Cuarrman. Let Mrs. Rogers’ statement be inserted in the record 
at this point. 

(The statement referred to is as follows:) 


STATEMENT OF HON. EDITH NOURSE ROGERS, MEMBER OF 
CONGRESS 


I appear in favor of my bill, H. R. 2090. 

The present Members of the House of Representatives clerk hire 
allowance under Public Law 470 of the 83d Congress approved July 2, 
1954, is at the basic rate of $15,000 per annum. The act of June 23, 
1949, increased the clerk hire allowance for Members of the House 
from $9,500 to $12,500 effective July 1, 1949. 

When I first came to Congress back in the 69th Congress, the allow- 
ance for clerk hire was not suilicient to pay for the number of clerks 
necessary to service the work of a Member of Congress representing 
a large industrial district, such as mine. It was necessary for me 
to hire extra clerks and pay them from my own personal funds. 
These clerks and secretaries worked side by side with the clerks and 
secretaries receiving their pay from the Federal pay clerk allowance. 

During this time when the allowance for clerk hire was not suf- 
ficient to permit all of the clerks to be paid by Federal funds and 
listed on the Federal payroll, there were a number of Members of 
Congress who represented large districts who were forced to pay for 
additional clerk hire out of their own personal funds. All of these 
clerks and secretaries worked side by side with other clerks and secre- 
taries doing the same work and similar work in the servicing of 
a Congressman’s dirtrict. Only those clerks, however, who were paid 
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from the allowance under the acts of Congress were permitted to 
count their time for retirement under the Civil Service Retirement 
Act. 

At the present time, there are a few clerks and secretaries or admin- 
istrative assistants on the staffs of Members of Congress who began 
their service at a time when they were paid from the personal funds 
of the Member. The purpose of my bill is to permit these employees 
of Members of Congress still on active duty with the Member to 
count all of their time of service toward retirement. In fairness and 
justice, therefore, it seems to me that they should be included under 
the Civil Service Retirement Act. 

H. R. 2090 will permit these employees of Members of Congress 
now on active duty to include for retirement the time when they were 
employed by the Member of Congress but were paid from the Mem- 
bers’ personal funds rather than from the Federal payroll. It seems 
to me that it is only fair and just that this action should be taken. 
Certainly, there is no justice in the fact that these loyal employees 
should be penalized simply because the Congress failed to approve 
sufficient allowances in these earlier years for clerk hire. I urge with 
all of my strength and hope that this committee will act fav orably 
on H. R. 2090 and report it to the House for action. 

The CuAtrman. The committee will stand adjourned. 
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THURSDAY, JUNE 28, 1956 


House or REPRESENTATIVES, 
ComMMITTEE ON Post Orrice anp Crvit SERVICE, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Tom Murray (chairman) 
presiding. 

The CuatrMan. The committee will be in order. The hearings will 
be resumed on S. 2875 and similar House bills on retirement legisla- 
tion. i 

I have received a letter from the United States Civil Service Com- 
mission, dated June 25, 1956, further commenting on this legislation. 
This report of the United States Civil Service Commission will be 
placed in the record at this point. 

(The matter above referred to is as follows:) 

JUNE 25, 1956. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Dear Mr. Murray: Testimony before your committee in the hearings on the 
bill S. 2875, and questions directed to witnesses by committee members, indicate 
the possibility of a growing misunderstanding concerning the cost estimates 
which the Commission has submitted. For this reason, I would like you to 
eonsider this letter as supplementary to the Commission’s report on 8. 2875 
sent to your committee on June 15, 1956. 

Pending retirement legislation reopens the never-ending argument about the 
nature and validity of cost estimates, which quite properly are a major factor in 
the consideration of proposed amendments to the Retirement Act. 

Since 1921 the congressionally created Board of Actuaries of the Civil Service 
Retirement and Disability Fund—and the Commission during its more than 20 
years as administrator of the system—have submitted cost estimates on a basis 
which recognizes the incidence of cost not at the time of benefit disbursement, 
but at the time of performance of service on which future benefit payments will 
be based. This sound and well-established concept does two important things: 

1. It allocates cost to the period during which the benefit is earned, rather 
than to the period in which it is paid. 

2. It offers a far better index of long-range cost than is afforded by estimates 
of actual benefit disbursements over a limited period of time. 

An understanding of this fundamental and all-important distinction between 
incurred costs and past, present, or near-future disbursement levels places many 
contradictory statements in a true perspective. We hear, for example, that 
employees have borne the full cost of the system to date because they have 
contributed more than has been paid out in benefits. This completely ignores 
the fact that present employees—not yet in a benefit status—have contributed 
the major portion of total employee payments into the fund since 1920. The 
retirement system guarantees them a minimum return of their money, regard- 
less of how or when they leave the service. 

We also hear that various liberalizations, such as those proposed in S. 2875, 
are possible at no increased cost because the present balance in the fund of $6.5 
billion, together with future employee deductions, would meet benefit payments 
for many years. This argument again ignores the obvious fact that every dollar 
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of employee contributions represents at least $1 of future benefit liability, and 
so long as a beneficiary can receive in benefits more than his own money—which 
is true of the great majority of annuitants—then an increase in benefits must 
involve increased costs. 

We hear estimates on an incurred cost basis compared with immediate dis- 
bursements, and the disparity cited as proof of the unreliability of the estimates. 
For example, the Commission’s estimate of $454 million as the level added annual 
cost of S. 2875 has been compared with an estimate of $10 million as the added 
benefit payments in the first year after its enactment. The two figures are by 
no means contradictory, the point is, they are not comparable because they rep- 
resent two entirely different things. 

We hear that actuarial cost estimates should be viewed with suspicion because 
they are approximate—they lack precision—they are crystal-ball dreams and 
stargazing into the next century. The actuary is the first to admit that his 
estimates lack the exactness of the total of a grocery bill, with the cost of each 
item readily and accurately determined by the price stamped on the article. 
The very nature of the problem makes such precision out of the question. 

Since actuarial estimates relate to the future, they must be based on assump- 
tions of future experience with respect to the many factors which affect cost. 
Past experience is used as a guide to the future, and as changes in past experi- 
ence are observed, assumptions are appropriately modified. 

The more important factors involved in retirement cost estimates are listed 
below, together with brief comments on each item. 

1. Rate of interest earned on the fund. This rate has been 3 percent since 
1954; prior thereto it was 4 percent. A lower interest rate results in higher 
direct retirement costs. 

2. Age and sex distribution of entrants into Government service. This is 
determined by periodic statistical studies. A lower age generally means a 
lower level cost, since there is a longer period of time over which the em- 
ployee and the Government contribute. 

3. Rates of withdrawal from service. The actuary does not assume that 
all employees stay through to retirement. The rate of withdrawal is high 
in the early years of service, and decreases thereafter. 

4. Rates of death in service. The cost of survivor benefits is directly re- 
lated to this item. The rates are, of course, higher at older ages. 

5. Rates of disability retirement. Similar to rates of death, rates of dis- 
ability increase with age. 

6. Rates of optional retirement. Here again, the actuary does not assume 
that all employees retire when they are first eligible. These rates have an 
important effect on cost. Early retirement increases cost for two reasons; 
the annuity is paid longer and there is a shorter contributing period over 
which to accumulate its cost. 

7. Rate of salary increase. Since contributions are a percentage of salary, 
and since annuity benefits are based on the highest 5-year average salary, 
this item has an important effect. No attempt is made to predict the timing 
and amount of future general pay increases. 

8. Number and ages of children at death of employee or annuitant. Ex- 
perience under the system provides this item, and determines the cost of 
children’s benefits. 

9. Percentage of retiring employees electing reduced annuities in order to 
provide survivor benefits. Under the present law, only two-thirds of eligible 
married men elect this benefit, and only 12 percent of eligible married 
women. §. 2875 proposes a substantial cost by providing a survivor benefit 
in all cases, and removing the reduction on the first $2,400 of the retiring 
employee’s annuity. 

10. Marital status and age of spouse at employee’s death or retirement. 
These are obvious factors in determining the cost of survivor benefits. 

11. Rates of death after retirement, and rates of death and remarriage 
of spouse, following death of employee or annuitant. Since the eost of an 
annuity is determined by its amount and by the length of time it will be 
paid, the importance of these rates in affecting cost is apparent. 

The Commission's cost estimates of the present Retirement Act and proposed 
amendments, including 8S. 2875, are based on the assumed future experience re- 
garding the above listed items which was adopted by the Committee on Retire- 
ment Policy for Federal Personnel in its valuation of the Civil Service Retirement 
System. This committee was created by Congress in 1952 and spent $217,800 in 
a thorough study of the entire Federal retirement problem. It set up a Council of 
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Actuaries, composed of representatives from the Department of Defense, the 
Department of the Treasury, the Department of Health, Education, and Welfare, 
the Civil Service Commission, and the committee staff. 

The Council of Actuaries reviewed and approved these assumptions; they have 
been adopted by the Board of Actuaries. Tables incorporating them are printed 
in part 4 of the Committee’s reports to Congress, and in the 34th Annual Report 
of the Board of Actuaries, which is printed as House Document No. 350, 84th 
Congress, 2d session. 

In summary, actuarial cost estimates are not created out of thin air, but are 
based on specified assumptions applied to present retirement coverage and exist- 
ing or proposed benefit provisions. Estimates on an incurred cost basis appear 
high when compared with present benefit disbursements because the former are 
related to present coverage of 2 million employees with salaries of nearly $9 
billion, whereas the latter are related primarily to past coverage levels of less 
than 1 million employees. Past benefit payments are a guide to the future not in 
their amount, but in their trend. During the past 30 years they have increased 
as follows: 

Benefit payments (millions) 


Fiscal year: Fiscal year—Continued 
Ts ah dred anal an lta Tasagecn nd $9 BO sacstelvicicunnlsdocdanedii— $15 
A esti bi oben hsb ccemtthsduatee'ss 18 39D isnt feitinnwecolsiceion 266 
TI phi -adhigi in enciaibancigans ch thy neni 53 BGR sc inodseitinels 428 
BOD Sicecerstttien as dete 67 


Many factors have accounted for this increase—greater coverage, higher 
salaries, and benefit liberalizations, to name the more important. With coverage 
now at a point exceeded only temporarily during World War II, with Federal 
salaries at the highest level in history, and with present benefit provisions more 
liberal than those of the past, the trend in benefit payments must inevitably be 
upward for years to come. Actuarial cost estimates attempt to anticipate this 
situation. 

The Commission’s estimate of $51 million as the added annual cost of 30-year 
optional retirement without regard to age, and with the liberalized reductions 
proposed by S. 2875, is an excellent example of the difference between an actuarial 
cost estimate and an immediate benefit disbursement estimate. No one contends 
that if S. 2875 were enacted, $51 million would be paid out the first, second, or 
fifth year under this provision. Any such conclusion ignores the fact that the 
estimate is stated as a level annual amount. It is apparent that first-year dis- 
bursements would start far below this figure and steadily increase as each year’s 
retirements under the provision were added to the number then living of those 
retired in prior years. 

From the previous description of the factors which go to make up an actuarial 
estimate, it is also apparent that $51 million or any other figure cannot have the 
precision of the total of a column of figures or the result of multiplying one num- 
ber by another. If no one exercised the option to retire prior to age 60, it would 
cost nothing to write these provisions of S. 2875 into the Retirement Act. If 
every employee could and did retire upon the completion of 30 years of service, 
the cost would be far more than $51 million. The Commission most certainly 
made no such assumption in its estimate. Annual rates of optional retirement, 
varying from 4 to 11 percent by age and by sex, were used as a basis for the 
estimate. 

Employees whose Government service began prior to age 30, and those who will 
enter the service in the future below that age, constitute the group from which 
30-year optional retirements below age 60 would come. In the census of Federal 
employees it compiled as of September 30, 1953, the Committee on Retirement 
Policy for Federal Personnel found the following: 


Number of employees by length of service 


Age at completion of 30 years’ service Tee ih 











Total | Under 30 years 

| 30 years and over 
I icine catalan i Bah ioral Sine 536, 900 511, 920 24, 980 
SPO Eso top sctentesdenectecn emanate aineieaattoceam ace aeat 545, 580 | 510, 020 35, 560 
I RirbécncvecketstnnetscenunnsdivdieGnncvcus i 082, 480 e ‘ 021, 940 60, 540 
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The above table shows that there were then 24,980 employees in the service 
who had completed 30 years of service and who would have been eligible to retire 
below age 55 had S. 2875 then been in effect. An additional 35,560 had com- 
pleted 30 years of service and were between the ages of 55 and 59. They were 
eligible to retire under the law then in effect, but under S. 2875 would have a 
greater incentive to exercise the option because of the higher benefit it offers 
through a 2 percent computation formula, lower reduction because of retiring 
before age 60, and no reduction whatever on the first $2,400 of annuity in order 
to have survivor benefits. 

However, employees who have already completed 30 years of service are not 
the sole source of cost under a 30-year optional retirement provision, and the 
Commission’s estimate of $51 million is not limited to this group. It recognizes 
the potential embodied in the far larger group of employees who now have less 
than 30 years of service, but who will complete 30 years before attaining age 55 
or age 60. The Retirement Policy Committee census shows 511,920 employees 
then in the service who could complete 30 years before age 55, and 510,020 others 
who could do so before age 60. In total, over 1 million employees now in the 
ae would be potential beneficiaries of the early retirement provisions of 
S. 2875. 

Of course all of these employees will not stay in the service to complete 30 
years, and the Commission’s estimate is not based on any such assumption. 
The previously described rates of withdrawal, death, and disabiilty are applied 
in order to estimate the number who will complete 30 years, and percentages 
(varying by age and sex) of the resulting reduced group are assumed to retire 
each year. The assumption that all will retire when first eligible is not embodied 
in the Commission’s estimate. 

While the estimate was not and could not properly be made from such simple 
arithmetic, the following examples will illustrate the magnitude of the cost of 
early retirement. An annuity which would normally commence at age 60 can 
begin at age 50 on an actuarially equavalent basis—meaning the two annuities 
have the same value and same cost—only if the amount payable from age 60 is 
reduced by 50.8 percent. S. 2875 proposes a reduction of only 164 percent. 
At age 55, the actuarial reduction is 31.5 percent; S. 2875 proposes 644 percent 
as compared with 15 percent under the present law. 

A male employee with a 5-year average salary of $5,000 who now leaves the 
Government at age 50 after 30 years of service is entitled to a deferred annuity 
of $2,250 at age 62. The value of that annuity is $15,000 at age 50. Under 
S. 2875, he would be entitled to an immediate annuity of $2,408, which has a 
value of $38,600. The increase in cost is $23,600. 

If the age is changed to 55, other factors remaining the same, the employee is 
entitled to an immediate annuity of $1,912 under the present law, having a value 
of $27,100. S. 2875 would provide him an annuity of $2,695 worth $38,200, an 
increase of $11,100. 

The above illustrations are based on a salary of $5,000. It is the Commission’s 
considered opinion that a 30-year retirement option with no age restriction 
would be particularly attractive to employees in the higher grades who could 
better their Government salaries in private employment and at the same time 
receive substantial civil service annuities, not as retirement income, but as 
supplements to larger salaries. In such cases the annuities and differences in 
cost would be greater than those illustrated above on a $5,000 salary. 

In summary, the Commission opposes the provisions of 8. 2875 permitting 
optional retiremetn after 30 years of service regardless of age, with token 
reductions, not only on the basis of cost, but primarily because it is poor per- 
sonnel policy for an employer to set up incentives for his experienced employees 
to leave his service at the peak of their effectiveness. The cost can be incon- 
clusively argued back and forth; it cannot be proved or disproved because it 
depends on the future. But whatever its amount, it is a poor investment by 
the Government. 

I would now like to call your attention to certain statements made before your 
committee in testimony advocating the need for larger annuity benefits as pro- 
posed by S. 2875. This testimony was to the effect that “79.7 percent of all 
annuitants on the rolls as of June 30, 1953, received annuities of less than $2,000, 
and 49.9 percent received annuities of less than $1,500. The average annuity of 
all employees on the rolls on June 30, 1954, was $118 per month.” 

Had current figures been requested from us, the record would show that the 
average annuity of employees on the roll June 30, 1955, was increased to $131 
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per month under Public Law 369, effective October 1, 1955. After these increases, 
the distrdibution by annual rate of annuity was as follows: 


| 


Employee annuitants 
June 30, 1955 


Annual rate of annuity 


Number Percent 


38, 365 | 
47, 590 | 
41, 071 | 
68, 594 | 
18, 522 
12, 038 
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This table shows that 43.8 percent of annuitants receive $1,800 or more, and 
that 38 percent receive less than $1,200. The reason for the size of the latter 
group is that the retirement system generously provides benefits after periods 
of service as short as 5 years. Since the benefits are related in amount directly 
to the length of service of the employee, the benefits cannot be fully adequate 
after brief periods of service. Rather, the objective is to provide benefits in 
amounts which are fully adequate after a career of Federal service, and pro- 
portionately lesser benefits to employees who spend only part of their working 
careers in Government employment. We see no legal or moral obligation for 
the Government to provide full retirement income to the employee whose work- 
ing career totaled 40 or 45 years but who spent only 5 or 10 years in Federal 
service. 

At the present time, 27 percent of the retired employees on the roll had less 
than 15 years of Federal service. Their average annuity is $49 a month. An- 
other 35 percent had between 15 and 30 years of Federal service; they receive 
an average annuity of $122 a month. In the true career group with 30 or 
more years of service, 38 percent of the total, the annuity average is $198 a month. 

However, since S. 2875 does not deal with employees previously retired, but 
would affect only future retirements, it seems to us that the record should show 
more pertinent figures. The annuities of recent additions to the retired roll 
more accurately reflect current salary and benefit provisions. On page 192 of the 
Commission’s annual report for the fiscal year ended June 30, 1955, an average 
annuity of $134 per month is shown for employees who retired that year under 
the current provisions of the act. This average includes all short-service re- 
tirements, and does not include the increase of about 10 percent under Public 
Law 369. The same table shows that the average annuity (prior to the increase) 
of the career group retiring optionally after age 60 and 30 years of service was 
$215 per month, after reduction in 59 percent of the cases due to election of 
survivor benefits. 

In commenting on the Commission’s cost estimate of $466 million as the added 
annual cost of S. 2875 as reported by the Senate Committee on Post Office and 
Civil Service, a witness stated: “In analyzing the costs I found that when it 
came to estimating the cost of the improvements the Commission apparently 
used a payroll cost of $20 billion, but when it came to estimating the amount 
of revenue that would be secured from the increased deduction they used a 
payroll cost of $9 billion, which is the present payroll cost. When it came to 
costs they projected at a great rate, but when it came to revenue they projected 
not at all.” 

The Commission most emphatically refutes the allegation of such sleight of 
hand. We have been unable to find any basis for the completely erroneous con- 
clusion that the Commission used a payroll of $20 million to project benefit costs. 
The same level payroll, $8,952 million, was used in estimates of both benefits and 
revenue. 

A witness expressed the belief that the Commission has greatly overestimated 
the cost of S. 2875. He pointed out the obvious when he said that “all of these 
costs at the very best are estimates,’ and that “the estimated actuarial cost 
is approximate at best’; no one contends otherwise. While he did not say so 
in his testimony, the implication seems to be that since no one can predict 
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the future with pinpoint precision, actuarial estimates have little or no validity 
because they involve projections into the future. 

Since the Congress, from the inception of the retirement act in 1920, has 
provided for a Board of Actuaries, it seems evident to the Commission that 
the Congress desires to be informed of the future impact of retirement legisla- 
tion. Unless we should be directed to do otherwise by the Congress, we pro- 
pose to continue the submission of cost estimates on an actuarial basis, although 
fully realizing that they are not nearly.as palatable and popular as short-term 
estimates which disguise the true cost of liberalizations to the retirement act. 

In a statement before your committee, a witness made the following interest- 
ing observation: “I could cite many instances pointing out the fact that the 
actuaries have always overestimated costs. I mean always. I have studied 
their estimates from the time the civil service retirement system was first estab- 
lished, and their estimates of cost have always been much higher than the actual 
cost.” 

He did not explain what he means by “actual cost.” If he means past benefit 
payments, then he is comparing two completely dissimilar things, as I have 
pointed out in this letter. 

I would now like to comment on a criticism which I understand has been 
directed against the Commission—proposed amendment to the annuity compu- 
tation formula in S. 2875. We suggested that years of service be multiplied by 
1% percent of the highest 5-year average salary, or by 1 percent of such salary 
plus $25, whichever produced the larger amount. S. 2875 proposes the larger of 
1% percent or 1 percent plus $25 for the first 5 years of service, and the larger 
of 2 percent or 1 percent plus $25 for all service in excess of 5 years. The 
criticism has been made that the Commission’s proposal favors the high-salaried 
employee. 

This is amazing in view of the fact that annuities for salaries of $5,000 and 
above would be computed under the straight percentage plans—1%, percent 
under the Commission’s proposal, and 114-2 percent under S. 2875. It is true 
that for short periods of service the Commission formula would produce slightly 
larger annuities, but for service over 10 years and salaries over $3,333, S. 2875 
would produce larger annuities in every case. 

There are 4 salary groups to be considered in a detailed comparison of the 
2 plans: 

1. $2,500 and below.—Both plans produce the same annuity at all periods of 
service. 

2. $2,500 to $3,333.—Annuities are the same only for 5 years of service; for 
all greater service, the S. 2875 formula results in larger annuities than the 
Commission proposal. 

8. $3,338 to $5,000.—Depending on length of service, one formula produces 
larger annuities than the other at varying salary ranges, as shown below: 
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Salary range in which annuity 
is larger under— 
Years of service 













Commission 
proposal 


$3, 333-$5, 000 
3, 572— 5,000 
3, 847— 5, 000 

4, 167- 5, 000 


4. $5,000 and above.—The Commission formula produces larger annuities than 
S. 2875 up to 10 years of service. The 2 plans are identical at exactly 10 years. 
At longer periods of service, S. 2875 produces larger annuities. 

Attached to this letter are 5 tables comparing annuities under the 2 plans 
for service periods of 5, 10, 15, 20, and 30 years. 

The Commission proposal did not include any change in the 1 percent plus 
$25 formula, which applies to salaries below $3,333 under its plan, because at 
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that salary level the formula is already liberal. The annuity per year of service, 
as a percentage of salary, is shown in the following table: 


Annuity per year of service as percent of salary 


High 5-year average salary: High 5-year average salary—Continued 
$500 $2,000 
$1,000 3. 50 $2,500 
$1,500 2. 67 $3,000 


I have written at length on the points covered in this letter because I believe 


your committee should be fully and currently informed about them as promptly 
as possible. 


Sincerely yours, 
Puiie Younsa, Chairman. 


Civil SERVICE RETIREMENT SYSTEM 


Illustrative annuities based on 5 years of service under present law, S. 2875, and 
proposed CSC amendment to S. 2875 


| Annual rate of annuity Annuity as percent of salary 


} | } 

Present | CSC Present csc 
amend- law | §.2875 | amend- 
ment | ment 


Average salary 


$1,000. 
$2,500... 
$3,000. 
$3,500 
$4,000 
$4,500 
$5,000 
$7,500. _- 
$10,000__- 


a 
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Source: U. 8S. Civil Service Commission, June 25, 1956. 


Illustrative annuities based on 10 years of service under present law, 8S. 2875, 
and proposed CSC amendment to 8. 2875 


Annuity as percent of salary 


Average salary 
Present csc Present CSC 

law amend- law S. 2875 | amend- 
| ment | | ment 


} 
j 
| 
| 
| 
} 


$350 | $350 | $350 | 
500 | 500 | 500 
550 575 550 
600 650 | 612 | 
650 725 700 
700 | 800 788 
750 | 875 875 


1, 125 | 1, 312 | , 312 


1, 500 1, 750 | 750 | 


' 


Source: U.S. Civil Service Commission, June 25, 1956. 
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Illusirative annuities based on 15 years of service under present law, 8. 
and proposed CSC amendment to 8. 2875 


2875, 























| Annual rate of annuity Annuity as percent of salary 
Average salary | | | 
| Present | CSc | Proms CSC 
| law | §. 2875 amend- law S$. 2875 amend- 
| ment | ment 
= ae See ieee ey, 
$1,000__- : $525 | $525 525 52.5 | 52.5 | 52.5 
$2,500__- : | 750 | 750 | 750 | 30.0 | 30.0 30.0 
$3,000__- 825 875 R25 27.5 | 29. 2 27.5 
I ie Laine iE loan laine te 900 1, 000 919 25.7 28. 6 | 26. 2 
$4,000. 975 1, 125 | 1,050 24.4 | 28.1 | 26. : 
Det cock ais 1,050 1, 250 1 181 23.3 | 27.8 | 26. 2 
$5,000 1, 125 1, 375 1,312 22.5 | 27.5 26, 2 
$7,500. .... j 1, 688 2, 062 1, 969 22.5 27.5 | 26, 2 
$10,000 _- 2, 250 | 2,750 | 2, 625 22.5 | 27. 5 | 26. 2 
—_ J a — ! 
Source: 3. Civil Service Commission, June 25, 1956. 


Illustrative annuities based on 20 years of service under present law, S. 2875, 
and proposed CSC amendment to 8S. 2875 


Average salary 


| 


Annual rate of annuity 


Annuity as percent of salary 





| Present CsC Present | 
| law S. 2875 amend- law |} §. 287 
| ment 
$1,000 | $700 $700 $700 70.0 70.0 
mee0..... | 1, 000 1, 000 1, 000 40.0 40.0 
$3,000____- | 1, 100 1,175 | 1, 100 36.7 | 39. 2 | 
$3,500. -..- 1, 200 | 1, 350 1, 225 34.3 | 38. 6 
$4,000 1, 300 1, 525 | 1, 400 32.5 38.1 
$4,500__- a 1, 400 1, 700 | 1, 575 31.1 37.8 
$5,000_-_- cael 1, 500 1, 875 1, 750 30.0 | 37.5 
$7,500 a 2, 250 2, $12 2, 625 30.0 37.5 
$10,000. - 3, 000 | 3, 750 | 3, 500 | 30.0 | 37.5 
| 
Source: U.S. Civil Service Commission, June 25, 1956. 


Illustrative annuities based on 30 years of service under present law, 


Average salary 


$1,000 
$2,500 
$3,000 
$3,500 
$4,000 
$4,500 
$5,000 
7,500 
$10,000 


Source: 





. Civil Service Commission, June 25, 1956. 


Present CSC 
law S. 2875 amend- 
ment 
$R00 $800 $800 
1, 500 1, 500 1, 500 
1, 650 1, 775 1, 650 
1,800 2. 050 1,838 
1, 950 2, 325 2, 100 
2 100 2, 600 2 362 
2.2 250 2,875 2, 625 
3, 375 4,312 3, 938 
4, 500 5, 750 5, 250 


and proposed CSC amendment to S. 2875 





CSC 
amend- 
ment 


70.0 
40.0 
36. 7 
35.0 
35.0 
35.0 
35.0 
35. 0 
35. 0 


8. 2875, 


Annuity as percent of salary 


Present 
law 


CSC 
amend- 
ment 


The Cuatrman. Before proceeding to call the witnesses we have on 
our list this morning, Congresswoman Leonor K. Sullivan of Missouri 
wishes to make a statement. 


f 
: 
é 
cs 


RM tae AA ni iti lait a a ae 


| annie 


$1 


di 
2 


ar 


er 


Wi 
Wi 
fa 
re 
se 
be 
pl 
it 

of 
ve 


pe 
W) 





WwNNNNAOW | 


| 


cc t 


NRMMNMNSTS > 
¢ ooo |! 


Crcn cnc 


on 
Tl 


SE eee 


ag Daan Bh 4 


sel ae ai As 


REVISION OF THE CIVIL SERVICE RETIREMENT ACT 125 


STATEMENT OF HON. MRS. LEONOR K. SULLIVAN, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF MISSOURI 


Mrs. Suttivan. Chairman Murray and members of the committee, 
I have been hearing from many Government employees from my home 
district in St. Louis urging favorable action by the Congress on S. 
9875, the civil-service retirement bill which recently passed the Senate 
and which is now pending before this committee. I have been struck 
by the virtual unanimity of support for the bill among Government 
employees of all ages—not just those approaching retirement age 
around the corner, but many of the younger workers as well. 

They all know that this bill would entail an increase from 6 percent 
to 7 percent in the monthly deduction from their paychecks in order 
to make the improved benefits possible. I remember, as the members 
of this committee will remember, not so many years ago there was a 
reluctance on the part of many of the younger workers to see higher 
deductions made from their paychecks for retirement purposes way 
off in the distant future. I would say that the widespread support 
which all Government workers now accord to S. 2875 indicates a 
fundamental awareness on the part of our people generally of the need 
for retirement planning and adequate retirement programs. 

There is went principle in the bill which I find widely supported 
among Government workers in my district and that is the provision 
for retirement after 30 years regardless of age. 

These features, plus the more liberal formula for computing retire- 
ment or survivorship benefits are among the most popular features of 
the bill. 

In urging the committee to approve S. 2875 so that it can be re- 
ported to the House for action this year, I am mindful of the fact that 
it will mean an additional annual cost to the Government as well as to 
theemployee. Of course the Government has been rather erratic in the 
matter of providing funds for the retirement program in yearly ap- 
propriations, but nevertheless we all know that in order to maintain 
the solvency of the fund, the money must ultimately be provided. 

Now the point I want to make is this: pension funds and retirement 
funds generally—governmental and nongovernmental alike—must 
be kept up to date and abreast of needs of those who receive the bene- 
fits. Weall know of many cases of individual hardship of people who 
built up their own annuity programs over the years or who contrib- 
uted to a pension plan only to find after retirement that the income 
was insufficient to meet minimum needs. We have the same problem 


| with social security. We dare not shrug off this problem. We must 


face up to it. We must periodically revise the various governmental 
retirement programs—social security, railroad retirement, civil- 
service retirement. ‘These will cost additional amounts which must 


| be covered by those paying into the fund—that is by workers and em- 


ployers. The Government is one of our biggest employers—in fact 


| it is the biggest. It must certainly pay its share of the added cost 


of fair and adequate benefits. 

In addition to urging favorable action on the Johnston bill, I would 
very much urge this committee to act favorably on legislation now 
pending before you to help the retired Government employees—those 
who are in the plight I mentioned earlier. They have been left be- 
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hind. Their pensions are no longer adequate. This is a serious prob- 
lem and one which I urge this committee to tackle, providing the 
rest of us in the Congress with guidance and practical legislation to 
meet this urgent need. 

The Cuatrman. The first witness this morning is Mr. Daniel 
Jaspan, legislative representative of the National Association of 
Postal Supervisors. 


STATEMENT OF DANIEL JASPAN, LEGISLATIVE REPRESENTATIVE, 
NATIONAL ASSOCIATION OF POSTAL SUPERVISORS 


Mr. Jasran. Honorable chairman and members of the House Post 
Office and Civil Service Committee, my name is Daniel Jaspan. I am 
the legislative representative of the National Association of Postal 
Supervisors, representing 20,000 supervisors in the postal field service. 
This membership includes supervisors in the motor vehicle and cus- 
todial service as well as those in post offices. I am accompanied by 
our national secretary, Mr. John Swygert, who would like to add a 
few words after I have finished. 

Our association is vitally interested in the proposed bill, S. 2875. 
We have noted for many years how private industry has been increas- 
ing the annuities paid thei remployees in addition to any social- 
security payments they may receive on retiring. Apparently it is a 
good investment inasmuch as private industry in general wants divi- 
dends on any investments they make make. When the civil-service 
retirement fund was established in 1920 it was an excellent step in the 
right direction and the Government was among the leaders and not 
the followers of that movement. ‘The amounts of retirement annuities 
paid each individual retiring were not enough to provide for a luxu- 
rious old age, but—and this is important—for the first time the civil 
employee, who was never overpaid for his services, was able to ap- 

yroach retirement age without the fear that he and his family would 

bé unable to meet their basic expenses. That was a wonderful boost 
to his morale. It enabled him to look forward to his old age with 
some hope instead of trepidation and fear. It made him a man instead 
of merely another “old age” statistic. 

Since the installation of the civil-service retirement system, the 
amounts of the annuities increased, but still lagged behind the cost-of- 
living increases. Those on retirement were caught in the squeeze be- 
tween the high cost of living and the inadequate annuities they were 
receiving. They petitioned the Congress for some relief and it was 
granted several times. Our association is anxious to have an annuity 
program set up for our members that will enable those of us who 
retire in the future to live according to the standards of an American 
human being. Our salaries are not adequate for us to have great sav- 
ings when we reach retirement. We must have additional funds, and 
those funds can be provided only by you, the Members of Congress. 
That is the reason we are urging your support of S. 2875. 

Weare not asking for something for nothing. We have always been 
willing to pay our way. In 1920, 2% percent was deducted from the 
pay of civil-service employees. Although such deductions were some- 
thing new, we were satisfied. The amount of deduction was increased 
to 314 percent, to 5 percent, and finally to 6 percent. We are still satis- 
fied as, with each increase, we received additional benefits. Although 
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the proposed increase to 7 percent, in addition to various Federal, 
State, and local taxes does not appeal to us, we are still willing to have 
that amount withheld from our salaries provided we receive additional 
benefits thereby. 

We feel that S. 2875, in its present form, is worth the additional 1 
percent. We feel that it aie be even more acceptable if it provided 
for a 30-year optional retirement plan with no additional deductions. 
There are many plans which provide for 30-year and even 20-year re- 
tirement. We do not think that there would be a rush to retire even if 
this option were provided, but we would like to have it for those ex- 
ceptional cases when the employee desires it. The amount of money 
received, even in this excellent bill, would not provide the average 
Federal employee an adequate income for retirement at 30 years. 

We sincerely hope that the 2-percent figure used in computing the 
annuities will not be reduced. We would like to see it increased to 
214 percent so that our annuities would be computed in the same man- 
ner as those of the Members of Congress. It would be a step in the 
right direction if section 9 (a) were amended so that the 114 percent 
figure for the first 5 years would be stricken out and the whole annuity 
computed at 2 percent of the highest 5-year average. Of course, we 
would like it even better if section 1 (e) were amended so that the 
“average sal: ary” would result from averaging the basic salary over 
a period of 3 years instead of 5 years. This would help many of our 
members who are nearing the retiren lent age and therefore Will not 
be able to serve 5 years at their top salaries. 

The civil-service employee had to wait for many years before an- 
nuities could be provided for his surviving family. The civil-service 
retirement plan fell far short of the so-called social-security plan 
on that score. This has always been one of the major weaknesses of 
our system. S. 2875 would also help overcome this weakness. By com- 
puting our annuities at a higher level, our widows would also receive 
more in the event of our death. In families where there are no chil- 
dren or no dependent children, the employee would not be haunted by 
the fear of his wife’s income being cut off completely if she is under 
50 years of age, especially if she falls into the c: ategory of “over 40” 
whom no one seems to want to employ. We would also be happy to 
have the original section 10 (a) (1) reincorporated into the bn so 
that it would read that the survivor would be paid “an annuity equal 
to 50 percent of so much of an annuity computed as provided in sub- 
sections (a), (b), (c), (d), and (e) of section 9, as may apply with 
respect to the annuitant, as does not exceed $4,000.” 

Every time we try to have the Civil Service Retirement Act liberal- 
ized, we are cautioned that any changes will make it insolvent. The 
fund has been pursuing its course toward this so-called insolvency for 
36 years, and it seems paradoxical that each liberalization that will 
supposedly drain the fund appears to have the opposite effect. The 
fund has more money than ever now—more than $6 billion. And 
this, despite the fact that the Government failed to meet its obliga- 
tion for many years and made only token payments at other times. 
If the Government had provided its proper share, there would be 
much more money in the fund—and probably fewer cries of “insolv- 
ency.” We were glad to note that there will be no further recur- 
rences of the Government skipping its payments in the future as the 
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bill provides that it, too, must pay 7 percent of its annual payroll into 
the Find. We, the future beneficiaries of the civil-service retirement 
fund, are just as concerned as anyone else about the solvency of the 
fund, and, if we felt that there was the slightest possibility of our 
endangering the fund we would naturally oppose any legislation that 
had this tendency, as we certainly desire to protect our future when 
we join our many coworkers in retirement. 

And now a few words concerning those already retired. We note, 
with satisfaction, that section 6 formulates a policy that whenever 
salary adjustments are made, corresponding adjustments should be 
made in the annuities of retired weankboteage. We sincerely hope that 
that policy will be adopted and that it will be binding. The cost 
of living increases as much for the retired employee as for the one in 
a salary status. In fact, he usually incurs additional expenses inas- 
much as his need for medical attention at that time increases and, as 
he grows older, his medical expenses are proportionately much more 
than for a younger person. We would like to see the effective date 
of this bill made the first day of the first month after its enactment 
into law, instead of effective January 1, 1957. However, if that can- 
not be done without endangering the passage of this bill, we petition 
you to take action on other bills for the relief of those already retired 
as soon as possible. 

The provisions of this excellent bill have been endorsed by our 
association for many years and we urge immediate favorable con- 
sideration of this bill and we hope that the distinguished members 
of this committee will press for immediate passage by the House of 
Representatives. 

We appreciate the opportunity to express our views on this ex- 
tremely important legislation and thank the chairman and the com- 
mittee for letting us appear before you. 

The Cuatrman. Thank you. Are there any questions of the wit- 
ness ? 

Mr. Lestnskt. You mentioned that in S. 2875 there is a section 
providing for increased annuities to retired employees. I know I 
have that in my bill, but I do not see it in this bill; I do not seem 
to find it here. Will you tell me the exact page where that is? 

Mr. Jaspean. It is on page 42, section 6, on annuitants. I have the 
new copy. It is at the bottom of page 42; section 6 of section 18. 

The Cuamaan. Are here any further questions of Mr. Jaspan? 
If not, we will be glad to hear from Mr. John Swygert of the Na- 
tional Association of Postal Supervisors. 


STATEMENT OF JOHN SWYGERT, NATIONAL SECRETARY, 
NATIONAL ASSOCIATION OF POSTAL SUPERVISORS 


Mr. Swycerr. Mr. Chairman and members of the committee, I am 
national secretary of the National Association of Postal Supervisors. 
This is the first time I have had an opportunity to publicly thank the 
chairman and all the members of this committee for Public Law 68 
which gave tremendous future benefits for postal supervisors of this 
Nation. I wanted to do that and at the same time to point out there 
is another step necessary in connection with benefits for Federal em- 

loyees that we feel will be a step in the right direction; that is a 
fiberalisation of the retirement benefits. 
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We happen to represent an age group of employees that is extremely 
high. The average age of the supervisors is approaching 60 years. 
All of them have approximately 30 years service, or an average of 
30 years service. So we are particularly interested in benefits which 
will be immediately inaticabie also we are interested in a change in 
the effective date of this law because of the fact that the most of our 
members are reaching the mandatory compulsory retirement age of 


= ° 


70 in the next 6 months, prior to the effective date as specified in the 
bill. 

We do want you to know we think a change should be made in either 
S. 2875 or any legislation that happens to come from this committee, 
in that we feel that all of those who contribute to the civil service re- 
tirement fund should receive an increase in their annuity if their 
contributions are likewise increased. So we are in agreement with 
the recommendations that have been made for a change in that section 
of the law which would allow a formula of computation for those in 
the lower salary brackets which would give them the same percentage 
break that those in the higher brackets receive. 

In addition to that, I think we are a very mature group of Federal 
employees in that all of them have long service and all of them are in 
a supervisory capacity. I think we realize and recognize the fact 
this committee will be extremely fair in any legislation it reports out, 
and certainly we do not want to be in a position of being unreasonable. 
And we do want a retirement bill at this session of Congress in order 
that it may become law. 

I thank you. 

The Cuarrman. What is the average salary of members of your 
association ? 

Mr. Swycert. Since the enactment of Public Law 68, the average 
salary of postal supervisors is around $5,400. 

The Cuairman. Of course many of your employees, through thrift 
and good management, can accumulate something for the future. 

Mr. Swycertr. Some of them can; in certain sections of the country 
they can. 

The Cuarrman. In other words, they should not be wholly de- 
pendent on the Government for support after they retire, should they ? 

Mr. Swycert. We do not think they are. We feel we are paying 
for our retirement. 

The Cuatrman. I am talking about the idea of saving before you 
retire. I believe in thrift and trying to accumulate something for a 
rainy day. Do not your members have that same kind of philosophy ? 

Mr. Swycert. I am sure they do. I am sure, also, that some of 
them in the higher-cost-of-living areas find it very difficult to accumu- 
late any savings. I am sure in other sections of the country many of 
our members have accumulated savings to help tide them over. 

The Cuarrman. In other words, you do not believe in strictly a wel- 
fare government, do you? 

Mr. Swycert. No, sir, I do not. 

The Cyaan. A paternalistic government? 

Mr. Swyceert. No, sir. 

The Cuarrman. Where everybody depends on the Government for 
a living? 

Mr. mies I believe in the system of government we have had 
since the 1770’s when George Washington became our leader, and I 
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firmly believe in that today just as strongly as those people did then. 
And I would not recommend anything which would change our system 
of government. 

The Cuamman. Are you an actuarial expert? 

Mr. Swycert. No, sir, I am not. 

The Cuairman. Are you, Mr. Jaspan? 

Mr. JasPan. No, sir. 

The Cuarmman. You commented upon the soundness of this fund. 
Upon what did you base your statement if you are not an actuarial ex- 
pert? Just because the fund has six or seven billion dollars in cash, 
is that what you base it on? 

Mr. Jaspan. That fact plus the fact that since the fund was estab- 
lished I believe there were only 7 years that the contribution of the 
Government even matched the employees’ contribution. 

The Cuarrman. The total contribution of the Government is only 
about $1 billion less than the total contribution of employees; is that 
correct—the aggregate contribution ? 

Mr. Jaspan. It is about $1.6 billion less; but there were only 6 years 
when they matched the employees’ contribution and most of the time 
it was much less. In spite of that fact I think, and the most of our 
members do, that the liability of the fund is based on the possibility 
of everybody being exterminated at one time. If that happened, we 
would not need any money anyway. 

The Cuarrman. Do you not know that the retirement benefits are 
increasing year after year and continue to increase rapidly, and that 
by 1970 or 1975 there will be a tremendous increase in the amount of 
annuities being paid, because of the great number of additional em- 
plo: yees who have been added during the past several years, since 
1945? 

Mr. Jasran. A lot of those employees, I believe, were only tempo- 
rary employees who have less than 5 years and therefore will not re- 
ceive any annuities from the fund. T believe the great majority of 
them, with the great turnover we had, will not receive any annuities. 

The Cuarrman. How many employees do you think we have today 
in the United States? 

Mr. Jaspan. A little over 2 million. 

The Cuamrman. You do not mean they are temporary employees, 
do you? 

Mr. Jaspan. Not the ones we have today. 

The Cuamman. That is what I am talking about. 

Mr. Jaspan. Even there, there is a turnover; we have quite a few 
who leave the service with less than 5 years. 

Mr. Swycerr. May I reply to your question on the actuarial thing? 

The Curran. Yes. 

Mr. Swycert. We all recognize that the profession of actuary is 
not an exact profession. I mean it is a profession which requires the 
use of considerable judgment in arriving at the various figures used to 
make actuarial determinations. The figure you see frequently quoted 
by actuaries, I believe, of the Civil Service Commission and those who 
have made a study that the fund lacks $13 billion, or something in that 
neighborhood, of being a solvent fund, I cannot argue with; I do not 
know what the figure is. However, I do believe you could get pore 
set of actuaries or another actuarial study made and I believe the 

figure might either be a larger figure or even be a smaller figure as to 
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the solvency or insolvency of the fund. But since it is not an exact 
profession and requires the use of this judgment in making this de- 
termination, for that reason we are not in a position to comment as to 
whether there is sufficient money, or just how much more money would 
be needed to make the civil service retirement fund entirely solvent as 
reported by those people. 

The Cuarrman. But you realize the amount of the annuities will 
increase materially each year from now on? 

Mr. Swycerr. Yes, sir. 

The Carman. For the next 20 or 25 years? 

Mr. Swycert. Yes, sir. 

The Cuamman. According to the report received this morning from 
the Civil Service Commission, in 1930 only $18 million was paid out 
in annuities, with the civil service retirement only about 10 years old. 
In 1935, $53 million was paid out; in 1940, $67 million; in 1945, $153 
million was paid out; in 1950, $266 million, and in the past year, 1955, 
there was $428 million paid out. 

So it is rising every year and the great load on this fund will start 
along about 1970 or 1975. In my opinion, you have got to keep this 
fund solvent. 

Mr. Swycert. I agree with you. 

Mr. Gross. Did you say, Mr. Chairman, that in 1975 it is estimated 
$428 million will be paid out? 

The Cuatrman. No; that was paid out last year, in 1955. 

Mr. Gross. What was the employee contribution last year? 

The Cuamman. I do not see that here. 

Mr. Jaspan. I can give that—$440 million last year. 

Mr. Gross. So that there was an excess of contributions over pay- 
ments last year. Did that include the Government ? 

Mr. Jaspan. The Government only contributed $33 million last year. 

Mr. Gross. And the employees contributed $440 million 2 

Mr. Jaspan. And the Governanétit’s contribution was $33 million. 

Mr. Gross. Why has not the Government kept up its matching of 
these funds? 

Mr. Jaspan. That is what we would like to know. 

Mr. Gross. Has this revenue been used for other purposes as part 
of the general funds of the Treasury; is that the stor y! 

Mr. Jaspan. I believe all of this money is in the general fund. I 
do not believe it is earmarked or put in a separate fund for civil serv- 
ice retirement. 

Mr. Gross. Apparently it is like other taxes levied for specific pur- 
poses; it is put in the general fund and expended or used for other 
purposes. 

Mr. JAspan. We understand they did not contribute on account of a 
study was being made of the fund; that was the reason given. And 
the contribution dropped from 19! 53, when they contributed $325 mil- 
lien, to 1954 when they contributed $35 million, and 1955, when they 
contributed $33 million. And during that time the employees con- 
tributed, in 1953, $420 million; in 1954, $425 million, and in 1955, 
$440 million. 

I would like to add that under S. 2875 the total contribution of the 
employees of the Government, according to the Civil Service Com- 
mission, would be $1,250 million. Each of them would contribute 
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one-half of it at 7 percent. That is compared to roughly $700 million 
to $800 million when they both contribute their full share. 

Mr. Gross. So you suggest that perhaps one reason why the Fed- 
eral Government has not kept up its matching of the fund is because 
a study was being made? 

Mr. Jaspan. That is what we were lead to believe. 

Mr. Gross. These studies by commissions and individuals seem to 
cover a multitude of sins around here. 

Mr. Lestnsx1. The 82d Congress contributed not its full share, but 
pretty close to it, but the 83d Congness dropped away down. You 
notice that in the figures Mr. Keating presented invariably the total 
paid in was almost double, though not quite, and sometimes triple the 
amount paid out. Then in the 83d Congress, the appropriation was 
dropped from $325 million to $35 million, and then below that in 1955 
to $33 million. 

Mr. Gross. I want to ask somebody before this hearing is over 
whether the $13 billion, plus, is carried as part of the Federal debt. 

The Cuarrman. No; it isnot carried as part of the Federal debt. 

Are there any further questions ? 

Mr. Lesrnsxi. The amount in the fund right now is far from that. 

Mr. Atexanper. In the bill now under consideration I believe the 
Government is required to match the contributions paid in by the 
employees ? 

Mr. Jaspan. That is correct. 

Mr. Swycert. The word “shall” is used—that the Government 
“shall” contribute. 

Mr. ALexanpver. What provision does the bill make as to how it will 
be contributed ? 

Mr. Jaspan. It just says it will be contributed, I believe—that the 
Government shall contribute the same amount. 

Mr. Atexanper. What I am interested in is I wonder, if these funds 
are being invested or used, who will be in charge of it. 

Mr. Jaspan. That is not provided for in the bill. 

Mr. Rees. What is the average salary of your group that you repre- 
sent ? 

Mr. Swycerr. Under Public Law 68, which, as you know, was 
enacted last year, it is increased to about $5,400. 

Mr. Rees. $5,400 is the average salary ? 

Mr. Swycert. Is the average salary of postal supervisors. 

Mr. Rees. You are supporting this bill, S. 2875, as it is written, as 
I understand, according to your statement? 

Mr. Swycert. Well, we have made several suggestions which would 
make it more desirable. Of course, at the same time, we think S. 2875 
for our membership is a very fair bill. 

The Cuairman. You want to make it more liberal; you want to 
make the percentage for your group on the same basis as for Members 
of Congress? 

Mr. Swycerr. We said it would make it more desirable, but we did 
not push that. We did make one other suggestion, Mr. Rees, which 
was that the formula for the lower salaried group, such as fourth 
class postmasters, be computed a little differently since they would 
also be required under the law to contribute 7 percent instead of the 
present 6 percent. We suggested a change that would give them the 
same increase in their annuity. 
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Mr. Rees. Did you testify before the Senate committee? 

Mr. Swyeerr. Yes, sir. 

Mr. Rexs. And did you submit that proposed change to the Senate 
committee? 

Mr. Swycerr. At that time we did not; because we were not aware 
of it. We were only aware as it would apply to our own membership 
at that time. 

(Discussion off the record. ) 

The Cuatrman. Are there any further questions? 

Mr. Downy. On the subject of the Government’s contribution, is 
there a provision that that be made a part of the charge to each de- 
partment of the Government ? 

The Cuamman. That is my understanding. 

Mr. Dowpy. I think it should be. We have been recommending 
that for some time in this committee. 

Mr. Corsert. If that comes about, of course it should have a salu- 
tary effect in seeing to it that each department then contributes into 
the fund the amount charged against it. 

Mr. Dowpvy. That is my point exactly. 

Mr. Swygert, you stated in your statement it is your desire to have 
retirement bill passed that could become law at this session ? 

Mr. Swycert. Yes, sir. 

Mr. Dowpy. I have always been inclined along that line myself; but 
Mr. Jaspan, I think, did not agree with you on that. 

Mr. Swycert. Oh, yes, he did. 

Mr. Jaspan. I am very anxious for that. 

Mr. Dowpy. But if the amendments are insisted upon, the bill 
might not pass. 

Mr. Swycert. We would not insist on any particular bill. We said 
the provisions of S. 2875 were very favorable to our membership; but 
we would not insist on any particular provision being in it. We would 
leave that to the considered judgment of this committee, as to what 
the benefits would be. 

Mr. Dowpy. This is a practical matter. On what the potent of 
this committee might be, the executive departments might not agree 
with what is the true judgment of this committee, and you do want 
to try to work out something that would become law? 

Mr. Swyoert. Mr. Dowdy, I have confidence that the gentlemen of 
this committee will work out something that will become law. 

Mr. Dowpy. That is the way I feel. As a practical matter, in 
working on these bills, that is the way I feel. 

Mr. temas Yes, sir. 

Mr. Corsetr. In looking at this list of witnesses and others who 
have asked to be heard, is there any fear on the part of the leaders 
of the associations that we are just going to squeeze this thing out to 
the end of the session? 

Mr. Swycert. I hope not. 

Mr. Corsetr. Then we will either have to speed up the testimony 
and reduce the questions, or we are not going to have any bill. 

Mr. Rees. Well, the Chairman (Mr. Murray) was here at 10 o’clock 
and ready to go, and some of the rest of us were not. 

Mr. Corsett. That is an extremly pertinent remark. 

The CuHarrman. If we could get started promptly at 10, we would 
make much better progress. 
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Mr. Corsetr. There is no question about that; but there are also 
some other committees that we have to go to. 

Mr. Rees. The fact is I think the chairman was the only one here 
at 10 o’clock. 

The Cuarrman. Thank you, gentlemen. 

The next witness is Brig. Gen. John L. Strauss, counsel for the 
National Guard Association of the United States. 


STATEMENT OF BRIG. GEN. JOHN L. STRAUSS, COUNSEL, NATIONAL 
GUARD ASSOCIATION OF THE UNITED STATES 


General Strauss. Mr. Chairman and members of the committee, the 
National Guard Association of the United States, representing ap- 
proximately 475,000 members of the Army National Guard and Air 
National Guard throughout the States, Territories, Commonwealth 
of Puerto Rico, and the District of Columbia, appreciates the oppor- 
tunity to appear before this commitee during its deliberations on this 
important measure. 

The purpose of S. 2875 is to revise the current Civil Service Retire- 
ment Act and to correct certain inequities existing therein. Our inter- 
est in this proposed legislation relates to certain present inequities 
affecting civil-service employees who are members of the Army Na- 
tional Guard or Air National Guard. Such discrepancies will be 
preserved in statute if this bill is enacted as written. 

Subsection (r) of section 1 of the bill states that the term “military 
service” includes— 
honorable active service in the Army, Navy, Air Force, Marine Corps, or Coast 
Guard of the United States, but shall not include service in the National Guard 
except when ordered to active duty in the service of the United States. [Italic 
supplied. ] 

The subsection would define in law‘ the current administrative inter- 
pretation of the Civil Service Commission relating to military service. 

The foregoing definition effectively excludes from “military serv- 
ice” the full time training or other full time duty performed by a 
member of the Army National Guard or Air National Guard pur- 
suant to, and as required by, sections 94, 97, 99, and 113 of the National 
Defense Act, as amended. 

Moreover, it would also exclude the full-time duty performed by a 
member of the Army National Guard or Air National Guard when 
employed in the service of the United States in the event of a “call” 
of the guard by the President of the United States which is provided 
for “whenever the United States is invaded or in danger of invasion 
from any foreign nation, or of rebellion against the authority of the 
Government of the United States, or the President is unable with the 
regular forces at his command to execute the laws of the Union” 
(act of January 21, 1903, as amended ; 32 Stat. 776). 

The exclusion from military service of the full-time training, full- 
time duty or other full-time service just described, when considered 
in conjunction with other provisions of the bill, perpetuates in law an 
existing inequity relating to entitlement to certain credit toward civil- 
service retirement, between and among members of the various Re- 
serve components of the Armed Forces of the United States and is 
a grave injustice to the citizen soldier or airman who has voluntarily 
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entered the guard to better prepare himself to defend this Nation in 
time of need. 

The full-time training or other full-time duty under the cited sec- 
tions of the National Defense Act, as amended, is performed by a 
member of the guard under Federal law, in the interest of the United 
States and in preparation for an ultimate Federal mission in time of 
national emergency or war. Moreover, such training or duty has been 
equated in law to be “active duty in the service of the United States” 
(1955; 37 U. S. C. 232). The full-time duty performed by a member 
of the guard pursuant to a “call” by the President, (supra), is, without 
contradiction, in the Federal interest. Such was the case of the Mexi- 
can border service performed by the guard in 1916. 

The inequity referred to herein apparently arises as a result of the 
considerable confusion and misunderstanding of the so-called dual 
status of a member of the guard and his liability for both Federal and 
State service. It has been stated that a member of the National Guard 
(using that term in its broadest sense, i. e., including members of both 
the Army National Guard and Air National Guard) on State duty 
should not be credited with the performance of military service as de- 
fined in this bill. With such a statement we are in complete accord. 
However, State duty must be distinguished from other training or 
duty performed under Federal law in State (militia) status. State 
duty 1s that duty performed by a member of the Guard in the interest 
of the jurisdiction concerned pursuant to an order by State authorities 
as authorized in State law during times of Jocal disaster, civil com- 
motion, or other civil catastrophe. An excellent example of such State 
duty is that rendered by members of the guard during floods, tor- 
nadoes, explosions, and fire, during which periods municipal or State 
authorities in the localities concerned need additional organized as- 
sistance. When members of the guard are ordered to such duty by 
State authorities they are paid and subsisted from State appropriated 
funds by the State concerned, and such disease, disability, or death 
benefits to which they may be entitled are provided in State law. 

In contrast, and easily distinguished from the foregoing, the full- 
time training, full-time duty, or other full-time service performed by 
a member of the guard in his State (militia) status under the Federal 
authority in the cited sections of the National Defense Act, as 
amended, or the act of January 21, 1903, as amended, is accomplished 
as required in preparation for a Federal mission and in the interest 
of the Federal Government. Such training, duty, or service entitles 
a member of the guard to full Federal pay and allowances and to the 
disease, disability, and death benefits afforded in Federal law. More- 
over, such training, duty, or service is credited as active duty for the 
purpose of entitlement to military retirement credit. 

Officers and enlisted men of the Army National Guard and Air 
National Guard are members of the Army National Guard of the 
United States and the Air National Guard of the United States, as 
appropriate, which are Reserve components of the Army and Air 
Force, respectively. Each officer and enlisted man of the Army Na- 
tional Guard of the United States and Air National Guard of the 
United States is also a Reserve officer or Reserve enlisted member of 
the Army or Air Force, as appropriate, serving under the same Fed- 
eral appointment or Federal enlistment as corresponding officers and 
enlisted members of the Army Reserve or Air Force Reserve secs. 202, 
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301, 601, 702 (a) and (b) of the Armed Forces Reserve Act of 1952, 
as amended; Public Law 476, 82d Cong.). 

The principal distinctions between an officer or enlisted man of the 
Army Reserve or Air Force Reserve, and an officer or enlisted man of 
the Army National Guard or Air National Guard, are two 

1. Each is appointed or enlisted as a Reserve officer or Reserve en- 
listed member of the Army or Air Force, as appropriate. However, 
a member of the guard has a State appointment or enlistment in addi- 
tion to his Federal appointment or enlistment; and 

2. Federal statutes provide that a member of the guard must be ad- 
ministered, armed, trained, and equipped in his State (militia) status 
(sec. 709, Armed Forces Reserve Act, supra). 

Nevertheless, Congress has equated the service performed under the 
sections of Federal law heretofore cited to be active service in the 
service of the United States for the purposes of pay, subsistence, 
allowances, longevity, disease, disability, death, leave, and retirement 
benefits. 

Under the provisions of S. 2875, civil-service employees who are 
members of the guard are penalized and suffer inequity of treatment 
in specified situations, which may illustrated as follows: 

1. A guard officer is ordered to attend the 9 months’ course of in- 
structions at the Command and General Staff College of the Army 
at Fort Leavenworth, Kans. This duty is performed in State atitéa) 
status pursuant to section 99 of the National Defense Act, as amended. 

(a) He is entitled to be credited with 6 months’ civil-service time 
toward civil-service retirement. 

(6) He is denied any credit toward civil-service retirement for the 
remaining 3 months of the school. 

Note: An Army Reserve officer who attends the same course is 
entitled, at his option, to be credited with— 

(1) The entire time as military service toward civil-service 
retirement; or 

(2) The entire time as civil-service time toward civil-service 
retirement; or 

(3) Any combination thereof. 

2. A guard officer attends a 15-day course at the Air Command and 
Staff School of the Air Force at Maxwell Air Force Base, Ala., in lieu 
of attendance at annual field training. This duty is performed in 
State (militia) status pursuant to section 99 of the National Defense 
Act, as amended. 

(a) He is entitled to be credited with 15 days civil-service time 
toward civil-service retirement. 

(6) He may not credit such period of time as military service to- 
ward civil-service retirement. 

Note: An Air Force Reserve officer who attends the same course is 
entitled, at his option, to be credited with— 

(1) Fifteen days as military service toward civil-service re- 
tirement ; or 
_ (2) Fifteen days as civil-service time toward civil-service re- 
tirement; or 
(3) Any combination thereof. 

8. A guardsman who has been employed for the required minimum 

of 5 years in the civil service of the Government is not entitled to 









a eS  — 


ee ee 


wasn 


ae RBA 


rain hare ett stent 


tl a 


you treat the other Reserves. 









































REVISION OF THE CIVIL SERVICE RETIREMENT ACT 137 


credit toward civil-service retirement any of the full-time training, 
full-time duty, or other full-time service performed by him under the 
previously cited sections of Federal law. 

Note: A Reserve officer is entitled, at his option, to be credited under 
the same circumstances with all previous periods of active service 
toward civil-service retirement so long as they are not utilized by him 
toward military retirement under title II of Public Law 810, 80th 
Congress (the Army and Air Force Vitalization and Retirement 
Equalization Act of 1948). 

It is readily apparent that the full-time training, duty, or service 
performed by a member of the guard pursuant to Federal law is in 
the interest of the Federal Government. Moreover, it is apparent that 
when performing such training or duty a member of the guard is 
treated in all respects as though he were in fact in active Federal 
service. There appears to be no sound basis for denying equity of 
treatment under this legislation to members of the guard. Accord- 
ingly, in order to provide that equity of treatment between members 
of the guard and members of the other Reserve components when per- 
forming military training or duty under the same or similar circum- 
stances, it is recommended that subsection (r) of section 1 of S. 2875 
be amended to read as follows: 

(r) The term “military service” shall mean honorable active service in the 
Army, Navy, Air Force, Marine Corps, or Coast Guard of the United States and 
shall include the full-time training or other full-time duty performed by a 
member of the Army National Guard or Air National Guard pursuant to section 


94, 97, 99, or 113 of the National Defense Act, as amended, or the Act of January 
21, 1903, as amended. 


Thank you, Mr. Chairman. 

The Carman. Any questions of the witness? 

Mr. Lestnsxr. Mr. Chairman. 

The Cuamman. Mr. Lesinski. 

Mr. Lestnsxt. Does the National Guard have the same retirement 
provisions as the other military services ¢ 

General Strauss. It has the same retirement provisions as the other 
Reserve components of the Armed Forces. 

Mr. Lestnsxi. But as far as civil-service retirement is concerned 
they are not considered ? 

General Strauss. We are specifically excluded under S. 2875. 

The Carman. In other words, you want both retirements? 

General Strauss. We want the same thing you give the other Reserve 
components and nothing more. 

The Cuairman. You are talking about 15 days’ training. 

Does a Federal employee who 1s in the National Guard and goes 
for 15 days’ training get credit toward civil-service retirement ? 

General Strauss. He gets credit toward civil-service retirement if 
he goes to a training camp. If he goes to a training camp he is ade- 
quately covered under current law, but if, in lieu of the cam , he at- 
tends a school, he does not get that credit. He must attend the camp 
and only the camp. 

The Cuamman. Why should he be covered by both retirement sys- 
tems? You have a retirement system for the National Guard and 
also for the Federal service and you want credit for both? 

General Srravss. We are asking for equitable treatment in the way 
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The Crarrman. Maybe we are treating the Reserves too liberally. 

General Srravuss. It is a well defined principle in Public Law 810 
that military retirement is in addition to anything a civil-service em- 
ployee might get from the Goverment under civil-service retirement. 

Mr. Davis. Mr. Chairman. 

The CHatrMman. Mr. Davis. 

Mr. Davis. You seem to make a distinction, in your statement, be- 
tween a member being ordered to duty and being called by the Presi- 
dent. What is the distinction? 

General Srrauss. There is a distinction, although we hear so often 
of a reesrvist being called to duty. As applied to the National Guard, 
the use of the term “order” or “call” has a great deal of significance. 
An order reaches a member in his Reserve status, whereas a call reaches 
him in his State or militia status. Under the so-called Dick Act the 
President is authorized to call the guard at the times specified in the 
act. 

Mr. Davis. And there is a distinction in the treatment when they 
are called by the President and when they are ordered out? 

General Srrauss. There are certain limitations under a call. Spe- 
cifically, they are few in number. The guard cannot be integrated 
insofar as transfer of men from a guard unit to units of the Regular 
components, but that is about the only distinction. 

Mr. Davis. They are called as a unit and are used as a unit? 

General Strauss. Yes, practically as mercenaries. 

Mr. Crererta. Mr. Chairman. 

The CHarmman. Mr. Cretella. 

Mr. Creretita. Has the proposal you make on page 7 of your state- 
ment been considered by the Armed Services Committee at any time? 

General Strauss. Our proposed amendment, Mr. Congressman ? 

Mr. Crereua. Yes. 

General Srrauss. The proper place, we felt, to amend the Civil 
Service Retirement Act was before this committee. The Armed Serv- 
icies Committee has made adequate provision for the guard in its full 
time training. When we are performing services under Federal law 
we are treated the same as if we were in the Federal service. This is 
the one thing we are not so treated under. 

The Cuarrman. Thank you very much. 

General Strauss. Thank you, Mr. Chairman. 

The CHairman. The next witness is Mr. Elmore Whitehurst, as- 
sistant director. Administrative Office of the United States Courts. 
We will be glad to hear from you, Mr. Whitehurst. 


STATEMENT OF ELMORE WHITEHURST, ASSISTANT DIRECTOR OF 
THE ADMINISTRATIVE OFFICE OF THE UNITED STATES COURTS 


Mr. Wurrenurst. Mr. Chairman and members of the committee, my 
name is Elmore Whitehurst. Iam Assistant Director of the Admin- 
istrative Office of the United States Courts and I am here representing 
the Judicial Conference of the United States. 

The Judicial Conference is a statutory body consisting of the Chief 
Justice of the United States and the chief judges of the 11 judicial 
circuits into which the United States is divided, which has general 
supervision over the administration of the Federal courts, except the 
Supreme Court. The Conference is required by section 331 of title 
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28, United States Code, to report to the Congress “its recommendations 
for legislation.” 

The Judicial Conference directly and by its Committee on Support- 
ing Personnel has given consideration to the provisions of S. 2875 as 
they affect the supporting personnel of the Federal courts, including 
the clerks of courts and their staffs, the probation officers and their 
staffs, the referees in bankruptcy and their staffs, the judges’ secre- 
taries and law clerks, and miscellaneous employees. At its last session 
held March 13 and 14, 1956, in Washington, the Conference approved 

S. 2875 insofar as it relates to judicial employ ees, except as to the ex- 
clusion of judicial employees from the provisions requiring mandatory 
retirement on account of age. The general provisions of the Civil 
Service Retirement Act are presently applicable to salaried employees 
of the judicial branch but they are exempted from its provisions for 
mandatory retirement on account of age. Employees in the executive 
branch are automatically retired when they have attained the age of 
70 years and have completed 15 years of service. The judicial branch 
on the other hand has a considerable number of employees who are 
past the usual retirement age and some who are well into their eighties. 

In its present form, S. 2875 would continue the exemption of court 
employees from mandatory retirement because of age. It is the opin- 
ion of the Judicial Conference that the efficiency of the services ren- 
dered by the supporting personnel of the United States courts would 
be enhanced by making the mandatory retirement provisions appli- 
cable to them, thus putting them on the same basis with employees in 
the executive branch. It sees no reason for a difference of policy be- 
tween the two groups of employees in this respect. 

The recommendation of the Conference would be accomplished by 
an amendment to section 5 (d) of the bill which begins on line 25, of 
page 13 and continues on the first 8 lines of page 14, as follows: 


~ 


On line 5, of page 14, following the comma after the word “Capitol,” and on 
line 6, strike out the words “or to any employee in the judicial branch.” 

May I add at this point that since this statement was prepared I 
hi ave had an opportunity to examine a copy of the letter of the Civil 

Service Commission dated June 15, to which you referred and which 
T believe has been inserted in the recor d, and on page 10 of that letter 
you will find that the Civil Service Commission has supported this 
recommendation. ‘The amendment which it suggests is slightly dif- 
ferent from the amendment as is placed in this statement, because the 

Civil Service Commission has stricken out a few additional words with 
regard to which we were not certain. We are entirely satisfied that 
the Civil Service Commission’s amendment is appropriate and we 
concur in the wording of that amendment. 

[I should like to file with the committee a copy of the printed report 
of the March meeting of the Conference in which its action with re- 
gard to this proposed legislation is set out on page 12, and on behalf 
of the Conference I ask that S. 2875 with the suggested amendment be 
favorably reported by your committee. 

The CuatrMan. You are not asking that this entire report be in- 
serted in the record ? 

Mr. Wurrencrst. No, sir; I am not asking that it be inserted in the 
record. I am asking it be filed for the information of the committee. 
I have additional copies. 
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The Cuarrman. The only part of this report that has to do with your 
testimony is the top of page 12. 

Mr. Waruneest: That is right. None of the rest has any relevance 
to this bill and I do not ask that it be inserted. 

The Cuarrman. Any questions? 

Mr. Henverson. Is it not true there are some people past 70 who 
like to continue working? 

Mr. Wuirenvrst. Yes; I am sure there must be. 

Mr. Henverson. Do you not think there should be some place in the 
Government where people past 70 might be permitted to work? 

Mr. Wurreuvurst. There are provisions in the bill whereunder, 
under certain circumstances, people may be reemployed. It is true 
that employees of the courts are appointed by the courts themselves, 
but it is also true that it is rather difficult to tell a man it is time for 
him to retire. It is a delicate proposition to tell a man to step aside, 
and it is much better if there is a general provision for people to retire, 
and if he is a person who may well be reemployed and who has special 
qualifications for that job, he could be reemployed. 

Mr. Henperson. Is it not true there are some people past 70 who are 
able to offer some assistance to the Government and continue in their 
employment ? 

Mr. Wurrenorst. That is true. 

Mr. Henverson. On to the age of 80? 

Mr. Wurrenvrst. That is true. 

Mr. Gross. What is the mandatory retirement age of Federal 
judges? 

Mr. Wurrenorst. There is none. 

Mr. Lestnsxt. Does this include judges, too? 

Mr. Wuirrnursr. No. It would probably take a constitutional 
amendment, or at least it would raise a constitutional question, as to 
whether retirement could be required of judges. 

The Cuarmman. Would it apply to commissioners ? 

Mr. Wurrenuurst. It would not apply to commissioners because they 
are fee personnel. It would apply to referees in bankruptcy. 

The Cuarrman. I know a commissioner in Tennessee, J. Washington 
Moore, who is 90 or 92 years of age. 

Mr. Wutrenvrst. This would not apply to him. 

The Cuatrman. I also know a referee in Tennessee who is very 
active and who is over 70 years of age. 

Mr. Wuirenourst. It would be applicable to him. 

If the committee is planning on removing the mandatory retirement 
provision with reference to the executive branch, the provision should 
not be made applicable to the judiciary alone, but the Conference feels 
there is no reason why one group should be treated one way and another 
group another way. 

Mr. Gross. You are the Assistant Director of the Administrative 
Office of the United States Courts? 

Mr. Wurrrnorst. Yes. 

Mr. Gross. Do you recommend a mandatory retirement age for 
Federal judges? 

Mr. Wurtenurst. Do I recommend that, sir? 

Mr. Gross. Yes. 

Mr. WurrenvrstT. I do not believe that could be accomplished by 
legislation. Yes, sir; I would recommend that. 
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Mr. Gross. Thank you. 

Mr. Lestnski. Off the record. 

(Discussion off the record.) 

The Cuarrman. Thank you, Mr. Whitehurst. 

The next witness is Mr. Thomas G. Walters, Operations Director, 
Government Employees’ Council, AFL-CIO. 

Mr. Watters. Mr. Chairman, before I read my statement, with your 
permission I would like to read into the record a letter from Russell 
M. Stephens, president, American Federation of Technical Engineers. 

The CuarrMan. Very well. I see Mr. Stephens is listed as a wit- 
ness, so his letter may be read into the record in lieu of his statement 
here today. 


STATEMENT OF RUSSELL M. STEPHENS, PRESIDENT, AMERICAN 
FEDERATION OF TECHNICAL ENGINEERS (AS READ INTO THE 
RECORD BY THOMAS G. WALTERS, OPERATIONS DIRECTOR, GOV- 
ERNMENT EMPLOYEES’ COUNCIL, AFL-CIO) 


Mr. Waurers. The letter is dated June 15, 1956, addressed to me. 
It reads: 

DeAR BrotrHeR WALTERS: Thank you kindly for sending me an advance copy 
of the prepared statement that you intend to present to the House Post Office 
and Civil Service Committee at hearings on 8S. 2875, a bill to revise the Civil 
Service Retirement Act. The American Federation of Technical Engineers is 
wholly in accord with your statement. 

As our biennial convention will be held in the city of Boston, Mass., during 
the days of the hearing, I would appreciate it if, at the conclusion of your testi- 
mony, you would put our organization on record in support of your testimony. 

Fraternally and sincerely yours, 
RvuSsSELL M, STEPHENS, President. 


STATEMENT OF THOMAS G. WALTERS, OPERATIONS DIRECTOR, 
GOVERNMENT EMPLOYEES’ COUNCIL, AFL-CIO 


Mr. Watters. Mr. Chairman and members of the committee, by 
way of introduction, my name is Thomas G. Walters, operations direc- 
tor of the Government Employees’ Council of the AFL-CIO, 100 In- 
diana Avenue, NW., Washington 1, D. C., phone Executive 3-2820 and 
3-2821. 

The Government Employees’ Council of the AFL-CIO is made up 
of 23 national and international unions whose membership, in whole 
or in part, are civil-service employees. The total Federal and postal 
employee membership of the Government Employees’ Council is more 
than 600,000. 

I desire to express my appreciation, on behalf of those I represent, 
to the chairman and the distinguished members of this committee for 
affording me this opportunity to present the council’s views on this 
most important legislation, to amend and liberalize the Federal retire- 
ment system. 

The bill recently approved by the Senate, S. 2875, greatly improves 
the Retirement Act, but the Government Employees’ Council believes 
that this legislation should be further amended, to bring an up-to-date 
modern retirement system in keeping with the present-day American 
standard of living. 
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Before specifically offering amendments to S. 2875 I would like to 
call to the attention of the members of this committee that during my 
experience in Washington the actuaries have always overestimated 
the cost of any retirement legislation. Since 1938 I have been closely 
identified with legislation having to do with the Federal retirement 
system, and during all these years the actuaries have always greatly 
overestimated the cost of any pending retirement legislation. 

Up to this time, and for several years to come, the deductions from 
the employees have more than paid for cost of all annuitants. 

In 1942 the percentage of payroll of normal retirement cost was less 
than 514 percent; in 1954 it was 5.15 percent. ‘These costs were con- 
trary to all predictions of the actuaries. 

If my memory serves me correctly, I noted when you were reading 
from a letter or statement that you received from the Civil Service 
Commission, when you mentioned the $153 million cost, I am of the 
opinion that included refunds as well as payments to annuitants. I 
might be wrong on that, but it strikes me they were including all re- 
funds to those who left the service. 

And if my memory also serves me correctly, the figures of $35 million 
or $33 million in 1953 and 19! 54 were not considered : appropriations for 
the benefit of the overall retirement fund, but that special legislation 
that had been enacted by Congress which provided regular appropria- 
tions must be made for those specific items. In those 2 years, the 
Congress did not, for all practical purposes, appropriate any money 
for the Federal retirement system, using as their reason in the press the 
so-called Kaplan committee report. 

Mr. Lestnsxt. On that point, it does include refunds. 

Mr. Waurers. Thank you. 

Judging the future by the past I am sure that we all understand 
that the estimated cost, by the Civil Service Commission, has again 
been greatly overestimated. 

In 1953 about 80 percent of all annuitants received annuities of less 
than $2,000 and approximately 50 percent of all annuitants received 
less than $1,500. 

The 23 member unions and the more than 600,000 employees who 
make up the Government Employees’ Council are perfectly willing 
to pay a just share of the cost of a good retirement system, and that is 
the reason why the members of this committee and the Members of Con- 
gress have received very few letters from employees objecting to in- 
creasing our deductions from 6 percent to 7 percent, as provided for 
in S. 2875 now before this committee. But I assure you, Mr. Chair- 
man and members of the committee, that if some of the main and most 
vital features of S. 2875 should be eliminated, or watered down, we 
will not be in favor of increasing the deductions from 6 percent to 7 
percent. 

The member unions of the Government Employees’ Council desire 


a modern retirement system within the framework of the present act, 


with adequate provisions for the widows and dependents of annuitants, 
and protection against disability retirement, with a provision to retire 
after 30 years of service and 50 years of age, and the bill S. 2875 most 
nearly approaches these objectives. 
The council would respectfully suggest that longevity or meritorious 
pay be included in basic salary in computing annuities. 
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In keeping with modern day practices and management-labor rela- 
tions we suggest that S. 2875 be amended to extend coverage to officers 
of Federal employee organizations who are former employees or em- 
ployees on leave of absence serving their respective Federal employee 
organization. 

Mr. Chairman and members of the committee, 30 years of service 
is a long time, and frankly we take the position that an employee 
with 30 years of service, who has reached his 50th birthday, should 
have the privilege of retiring with no reduction in annuity, and we 
recommend that 8. 2875 be so amended. 

Mr. Chairman and members of the committee, we are of the opin- 
ion that all deductions from employees salary should be credited with 
interest, including the first 5 years of service, and we so recommend 
that S. 2875 provide for the payment of interest on all deductions from 
employees. 

Within the scope of the 23 member unions that make up the Gov- 
ernment Employees’ Council in certain types of work in the Federal 
service, especially in the crafts, we have much in-and-out service, and 
we, therefore, recommend that S. 2875 be amended for these employees 
to have these work credits transferred between the Federal retirement 
system and the social security system. | aoe in keeping with 
the language that was originally in S. 2875 on pages 66-69. 

Many of our people believe, Mr. ( thairm, in and members of the com- 
mittee, that it is just and equitable to retire an employee on a minimum 
of half pay whenever permanent disability makes retirement neces- 
sary. 

Under the provisions of S. 2875 the present formula is retained for 
the first 5 years of service and a formula based upon 2 percent of the 
highest 5 consecutive years’ average salary is prov ided for all service 
in excess of 5 years. We would like to recommend that this be changed 
to provide for 2 percent of the average for all years of service. The 
military, Foreign Service and other retirement systems annuities are 
computed on 2 ‘and 21% percent factor, and we of the Federal service 
have agreed to a larger employee contribution than any of the retire- 
ment systems that I have mentioned. The contribution provided for 
the Federal employees under S. 2875 will be the largest percentage 
contribution made by any group of employees, and if for no other 
reason except this increase in contributions the employees under the 
civil service retirement system are entitled to the improvement pro- 
vided for in S. 2875 and the amendments that we have suggested. 

We strongly recommend that S. 2875 be amended to provide for 
full exemption from Federal income tax all annuities received by 
those on the rolls of the Federal retirement system. 

Mr. Chairman and members of the committee, S. 2875 provides that 
the first $2,400 of annuity be exempt from any deductions. This 
provision is extremely modest and we would suggest that it be amended 
to make the first $3,000 of annuity exempt from any deduction. 

We suggest that S. 2875 be amended to provide that parent or par- 
ents may be designated by an unmarried employee to receive an annu- 
ity after death of an annuitant under the same conditions as those 
applicable to a wife or husband of section 9 (f) of S. 2875. 

We also recommend that section 10 (c) of S. 2875 be amended to 
include an unmarried emp!oyee who is supporting a dependent parent, 
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or parents, and I whole-heartedly concur in the suggestion offered by 
I. C. Hallbeck that section 10 (c) be amended to read as follows: 


(c) If an employee dies after completing at least 5 years of civilian service, 
or a member dies after completing at least 5 years of member service, the widow 
or dependent widower of such employee or member, or the dependent parent or 
parents of such employee or member shall be paid an annuity equal to 50 percent 
of an annuity computed as provided in subsections (a), (b), (c), and (e) of 
section 9 as may apply with respect to the employee or member: Provided, That 
if more than one dependent parent survives the employee or member, the total 
annuity to both dependent parents shall not exceed the amount of annuity 
payable to a single parent: Provided further, That in the competition of annu- 
ities under this subsection such deceased employee or member shall be consid- 
ered as having not less than 15 years of civilian service prior to his or her death. 
The annuity of such widow or dependent widower or dependent parent or parents 
shall begin on the first day of the month after the employee or member dies, 
such annuity or any right thereto shall terminate upon death or remarriage of 
the widow or widower or dependent parent, or upon the widower or dependent 
parents becoming capable of self-support. 


Mr. Chairman and members of the committee, on page 10, line 18, 
we suggest that the figure “7” be inserted where the figure “8” now 
appears. I can see no good reason why Members of Congress should 
pay 8 percent of their basic salary when employees are only contrib- 
uting 7 percent of their basic salary. 

From my experience and observance I concur and endorse a state- 
ment made by Jerome J. Keating, chairman of the Government Em- 
ployees’ Council’s Retirement Committee and vice president of the 
National Association of Letter Carriers, and I quote “The civil service 
retirement system is percentagewise in better shape than any other 
Government funds”, and I would like to restate a short table that was 
used by Brother Keating when he appeared before this committee, in 
order to keep it fresh in your minds: 




















1 
Number of | Normal Percent con- | Percent pay- Infunded 
Fund | employees | cost | tributed by | able by iov-| liability 
| employee ernment 
r . 
: | | ¥ | Percent 

Civil-service retirement. ___-- ; 1, 660, 300 11.15 6. 00 5.15 | $9, 911,000, 000 
Federal judiciary __.............-- 300 19, 72 None 19, 72 8, 500, 000 
Uniformed services. _-...--...--.-- 3, 500, 000 9. 49 | None | 9.49 | 18, 000, 000, 000 
Foreign Sue gs 1, 463 25. 00 | 5. 50 19. £ 





\ 


It is our honest opinion that an up-to-date modern and liberal re- 
tirement system will do more to strengthen the Federal Government’s 
recruiting program and reduce the high percentage of turnover than 
most any one single item can do. In our opinion it wuld be economy 
in the long run for the Federal Government to pay adequate salaries 
and to maintain an adequate retirement system because it cost a tre- 
mendous amount of money to recruit and train new employees, but with 
an adequate pay system and adequate retirement system we would 
have people asking and requesting employment in the Federal service 
instead of the Civil Service Commission and other agencies sending 
recruiting teams throughout the country urging young men and women 
to enter the Federal service. 

Mr. Chairman and members of the committee, recently some cases 
have come to our attention where an employee had been granted a 
scheduled award for permanent disability by the Bureau of Employees 
Compensation. These cases involved the loss or loss of use, of a mem- 
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ber or function of the body, or involved disfigurement which did not 
render the employee totally disabled for useful and efficient service for 
the position he occupied. This employee cannot retire under the pro- 
visions of section 6 of the present retirement law, yet if he is 62 years 
of age and has rendered 15 years of service he can retire under the 
provisions of section 1 (a), but Mr. Chairman if he retired under sec- 
tion 1 (a) he is not entitled to receive compensation award payments 
for his service-connected injury at the same time he is receiving his 
retirement annuity, even though he did not retire because of said 
injury. 

In order to receive full payment for his injury the employee must 
remain working for the full period of the compensation award. We 
strongly recommend that this inequity be corrected by amending 
S. 2875 to permit concurrent payment of compensation awards for 
permanent disability and earned retirement annuities when said re- 
tirement is based upon the provisions of section 1 (a) of the present 
retirement law. 

We strongly suggest that the effective date be the first day of the 
month following the date of enactment instead of January 1, 1957. 

I greatly appreciate the opportunity of appearing before this com- 
mittee and endorsing S. 2875 as amended, by the suggestions in my 
statement. 

The Cuamman. Thank you, Mr. Walters. Any questions? 

Mr. Rees. Mr. Chairman. 

The Cuamman. Mr. Rees. 

Mr. Rees. You represent here the Government Employees’ Council ? 

Mr. Watters. Government Employees’ Council, AFL-CIO, yes, sir. 

Mr. Rees. Members of your organization and also members of these 
other groups have appeared before us, Mr. Hallbeck and Mr. Keating, 
for example. 

Mr. Watters. Yes, sir. 

Mr. Ress. They belong to two groups? 

Mr. Watters. Yes. They are also affiliated with the AFL-CIO. 

Mr. Rees. Do postal employees pay dues to both groups ? 

Mr. Watters. Not in the same way. They pay dues in their own 
organization, and in the council it is an assessment proposition, some- 
thing similar to what they now pay to the AFL-CIO. 

Mr. Rees. You say you represent 600,000 employees ? 

Mr. Watters. Yes. 

Mr. Rees. Some of them are in Mr. Campbell’s group ? 

Mr, Watters. Yes, machinists: photoengravers, and so on. 

Mr. Rees. I understood you to say in your testimony, and rightly 
so, that the employees you represent want to pay their own way. Do 
you think $90 million contributed by the Government employees under 
this bill will pay the additional benefits under the bill as well as the 
additional benefits you suggest ? 

Mr. Watters. I am not so sure 1 percent will pay all of them, but 
I am not so sure the figures that have been submitted as to the cost are 
correct, either. 

Mr. Rees. That is your estimate of the cost ? 

Mr. Watters. I think they overestimated the cost by 35 or 40 per- 
cent, myself, based on past experience. They have always overesti- 
mated the cost. 





146 REVISION OF THE CIVIL SERVICE RETIREMENT ACT 


Mr. Rers. This is your job, and you do a good job in handling it. 
How much more, in your opinion, will this legislation, S. 2875, add to 
the cost along with what you have added today in your testimony ? 

Mr. Watters. We feel sure under S. 2875 if both the employee and 
the employer were paying 7 percent on the payroll, that the fund 
would continue to grow. 

Mr. Rees. Would continue to grow with the suggestions and recom- 
mendations you offer to the bill? 

Mr. Watters. Yes. The suggestions I have offered would not cost 
very much money. It would reduce the cost to Members of C ongress 
1 percent. 

Mr. Rees. That is a comparatively small part of it. 

Mr. Watters. Very small. 

Mr. Cepernerc. Mr. Chairman. 

The Cuarrman. Mr. Cederberg. 

Mr. CeperberG. Have you had an opportunity to compare the Fed- 
eral plan with private plans as to which is the more liberal ? 

Mr. Watters. I have not had that opportunity. I do not know just 
where you would find that information. I understand the Civil Serv- 
ice Commission is having a difficult job in finding the information 
they agreed to dig up for ‘the committee. 

Mr. Crperserc. How would the Federal plan compare with the 
plan you have in your organization, for example? 

Mr. Waurers. We do not hav e one because we are a very small 
organization. Some of the organizations, such as the National Fed- 
eration of Post Office Clerks, have plans. 


Mr. Cxperserc. How does the Federal plan compare with their 
plans ? 

Mr. Watters. Most of their plans are very young. 

The CHamman. Maybe Mr. Hallbeck could answer that. 


STATEMENT OF E. C. HALLBECK, LEGISLATIVE REPRESENTATIVE, 
NATIONAL FEDERATION OF POST OFFICE CLERKS 


Mr. Hatuseck. The organization that I represent has such a re- 
tirement plan for its officers. 

Mr. Crevernerc. Does it have a plan for the clerks in your organiza- 
tion ? 

Mr. Hatieeck. We have one for them also but that is one which we 
purchase from an insurance company. 

Mr. Creperserc. How does it compare with this? 

Mr. Hauuseck. It provides approximately $100 annuity for each 
year of service by the employee at time of retirement. Of course that 
will not be wholly accurate, because in an organization such as ours 
we could not go back and pick up the past service credit. My own 
secretary had some 20 years of service when this plan was adopted. 
She gets credit, for retirement purposes, only from the time we pur- 
chased the plan from the insurance company. 

The officers of our organization are covered under another plan fi- 
nanced entirely by the organization. That, too, provides $100 a year 
annuity for each year of service by the officer, bated from a contribution 
of 5 percent by the officer and a contribution of 20 percent on the part 
of the organization. 
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Mr. Ceperserc. How soon can you retire under that plan 

Mr. Hatieecx. The earliest age you can retire is 65 except for dis- 
ability. That plan was put into being at the time the retirement age 
in civil service was 65, and it has never been ch: inged. 

Mr. Ceperserc. Does your secretary have a retirement plan which is 
tied in to social security ¢ 

Mr. Hatusecx. It is in addition to any benefits she might get from 
social security. 

Mr. Crepereerc. If she worked for your organization 10 years, she 
would get $1,000 plus social-security benefits ¢ 

Mr. Harteeck. Yes. 

Mr. Ceperperc. Is there a disability provision in the plan? 

Mr. Hatipeck. Yes. 

Mr. Corserr. Where the employees pay all of the cost, such as glass 
and steel workers, do you know whether or not their representatives 
are blanketed under the retirement benefits ¢ 

Mr. Hatzerck. In the case of the companies you mentioned, I think 
not, but in the case of railroad employees, the officers of their organiza- 
tion are covered. 

Mr. Watters. Those who work in the IBEW are entitled to retire- 
ment. 

Mr. Haurtreck. That is under the railroad retirement. 

Mr. JoHANSEN. On page 2 you refer to optional retirement at age 
50. As I recall, in the bill before us it is age 55. 

Mr. Watters. I do not think there is an age mentioned in the bill. 
It is without age. We feel if you put a floor there of 50 years it would 
keep out these glaring examples where a person might have entered 
the service at 14 and at 44 or 45 he would be eligible for retirement. 
But we feel if you wait until you are 20 years “until you enter the 
service he should have the privilege of retiring after 30 years of 
service. 

Mr. JoHANSEN. It would reduce the number who might be eligible? 

Mr. Watters. Somewhat; a very small amount, however. 

Mr. Crerecita. Mr. Chairman. 

The Cuarrman. Mr. Cretella. 

Mr. Crere.tia. Does your organization also take care of men in 
overseas assignments ¢ 

Mr. Watters. A lot of our men are, especially in AFGE. They 
have men all over the world in certain localities. And the clerks and 
letter carriers have locals in the possessions, Guam, Alaska, and so on. 

The Cuarrman. Thank you, Mr. Walters. 

The next witness is Mr. Harold McAvoy, president of the National 
Association of Post Office and Postal Transportation Service Mail 
Handlers, Watchmen, and Messengers. 


STATEMENT OF HAROLD McAVOY, NATIONAL PRESIDENT, NA- 
TIONAL ASSOCIATION OF POST OFFICE AND POSTAL TRANS- 
PORTATION SERVICE MAIL HANDLERS, WATCHMEN, AND 
MESSENGERS 


Mr. McAvoy. Mr. Chairman and members of the committee, at the 
suggestion of the gentleman from Pennsylvania, Mr. Corbett, I would 
like to submit this statement for the record as though read, and I 
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would like to say we have no additional testimony to offer but we 
concur in the testimony of Mr. Keating and ask this committee 
to give speedy consideration to S. 2875. Thank you for the privilege 
of appearing before you. 

(The following statement was submitted by Mr. McAvoy :) 


STATEMENT OF Haro_p McAvoy, NATIONAL PRESIDENT, NATIONAL ASSOCIATION OF 
Post OFFICE AND PosTAL TRANSPORTATION SERVICE MAIL HANDLERS, WATOCH- 
MEN, AND MESSENGERS 


Mr. Chairman and members of the committee, for means of identification my 
name is Harold McAvoy, national president of the National Association of Post 
Office and Postal Transportation Service Mail Handlers, Watchmen, and Mes- 
sengers. We are part of the American Federation of Labor and Congress of 
Industrial Organizations, and the Government Employees’ Council. 

Mr. Chairman and members of this committee, I fully appreciate this oppor- 
tunity to appear before you as a witness to discuss the various retirement bills 
before your committee. 

Among the retirement bills is S. 2875, which would improve our retirement 
act by providing a new formula to be used in computing our annuities. Such 
as under the provisions of 8. 2875, the present formula is retained for the first 
5 years of service and a formula based upon 2 percent of the highest 5 con- 
secutive years’ average salary is provided for all service in excess of 5 years. 
With the contribution being increased pertaining to the employees, it is believed 
that the request that this bill be amended to provide an annuity based upon 2 
percent of salary for all years of service, which would include the first 5 years 
of service, be seriously considered by this committee. 

This bill provides that an employee may retire after 30 years of service, 
regardless of age, at a reduced annuity. Our people thoroughly agree with this 
provision. 

As it has been brought out by witnesses before your committee, Mr. Chairman, 
that one of the most important features of S. 2875 is that, for the first time an 
effective survivorship setup has been provided for. Again, our people endorse 
this feature of S. 2875 as the most important feature of the bill. 

In closing this statement, I would like to urge you and your committee, Mr. 
Chairman, to give speedy consideration to 8. 2875, which would include these 
provisions which were endorsed by our Government Employees’ Council and 
presented to this committee by our chairman on retirement, Mr. Jerome Keating. 

1. A better survivorship program retaining the nondeductible provision in the 
election of survivor annuities. 

2. The 2 percent factor for computing annuities. 

3. The 30 year retirement. 

4. Include all the features as provided in S. 2875 and if at all possible, 
strengthen same. 

I wish to say at this time, Mr. Chairman, that I greatly appreciate this oppor- 
tunity to come before you and present our views on 8. 2875. 

Thank you. 


The Cuareman. Thank you, Mr. McAvoy. 

Mr. McAvoy. Mr. Chairman, I notice you have on your list of wit- 
nesses Mr. George D. Riley. Due to other commitments, Mr. Rile 
will be unable to appear. He would likes his statement to be inclndell 
in the record. 

The Cuatmman. Without objection the statement of Mr. Riley will 
be inserted as a part of the record. 

(The statement referred to is as follows :) 


STATEMENT oF GrorcE D. Rivey, LEGISLATIVE REPRESENTATIVE, AFL-CIO, on 
S. 2875 anv S. 3041 


The American Federation of Labor and Congress of Industrial Organizations 
is completely in support of the purposes of the Johnston-Morrison retirement 
legislation as proposed in its original form. 

We.ask that your committee report a bill in the form in which it was originally 
introduced without any crippling amendments. 
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The purpose of the bill is to provide certain benefits within the present civil- 
service retirement framework and without resort to coordination with other 
federally administrated systems. 

The system today, according to the governor’s own statistical report shows 
that for every dollar dispersed in the form of benefits to annuitants totaling 
some $4,160 million, a great deal more has been deposited in the fund as a result 
of deduction from employees’ earnings. Those earnings have totaled almost 
$5 billion, or approximately $4,989 million, with the balance in the fund as of 
June 30, 1955, of more than $6 billion. 

At the same time, there is a reported deficit in the fund of some $13 billion, 
which deficit would not exist had the Government appropriated sums to meet 
its own obligation over the years, thus bring the balance in the fund up to almost 
$20 billion. The amount which should be in that fund, of course, is represented 
by the total of the actual balance plus the Government’s obligation which remains 
unhonored. 

Therefore, there is no validity to the statement on the part of those who engage 
in loose thinking that any benefits can be accorded because of the additional cost 
involved or because the funds solvency is not such as to permit it. 

In my opinion, such arguments fall of their own weight. 

We maintain that those who operate under a system and who pay the expenses 
both administrative and beneficial are entitled to a great deal of the say-so in 
the disposal of the payments and the policy involved in directing the manner 
in which the system is improved and extended. It is fair to state that the 
Members of the Congress and their staff certainly operate under the civil-service 
retirement system. 

I am acquainted with the provisions of the Kaplan Committee report and the 
way in which it labored for months to come forth with that report. 

We recognize the good work which this Committee did while at the same time 
differing in some aspects which we do not believe are designed primarily to be for 
the greatest good for the greatest number. Those proposals which the Kaplan 
Committee advanced say we should be legislated within the framework of the 
existing Federal Civil Service Retirement Act. Those proposals designed to 
entice the retirement system into coordination ‘with social security we maintain 
should be laid aside until further study has been completed. 

We take the position that this is entirely reasonable and intended to maintain 
the integrity of the existing retirement plan. 

It is my own opinion that once the coerdination is established by the two 
systems that eventually soeial security will gobble up the assets of the civil- 
service retirement system and after sufficient number of systems have been pulled 
into social security that eventually the entire processes will be turned over to 
private company operation. 

The fact is that in a recent news letter of one of the major political parties it is 
the announced intention to have private interests step in and take over Govy- 
ernment operations of various descriptions. 

I offer the most recent convention position on the subject of Federal retirement 
as set forth last December by the AFL-CIO. That position is as follows: 

“Retirement.—The Federal retirement system is long overdue for liberalization 
and modification to keep abreast of the times. We vigorously support legisla- 
tion to amend the Federal Employees Retirement Act and we endorse the pro- 
visions of the Johnston-Morrison bills to allow optional retirement after 30 years 
of service regardless of age. We ask Congress to amend and liberalize the Fed- 
eral Employee Retirement Act in the computing of annuities and use the formula 
as provided for in Public Law 308 of the 83d Congress, that computes the annui- 
ties of the Congress and employees in the legislative branch.” 

The concept of the civil-service system and the social-security system are, 
according to the Chairman of the Civil Service Commission clearly not of a com- 
mon denominator. In substantiation of this remark, I refer to the Chairman’s 
words as follows: 

“The civil-service retirement system is a staff retirement plan for about 90 
percent of all Federal employees which provides annuity benefits in amounts 
related directly to length of Federal service and to salary earned. 

“As a part of the personnel policy of the Government, it fulfills three major 
objectives : 

“1. It serves as an inducement for the best qualified people to enter and make 
a career of Federal service. 

“2. It provides a humane method of separating superannuated employees by 
retiring them on annuity. 
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“3. It provides career employees with security against want in old age.” 


He then went on to say that social security, on the other hand, “provided bene- 
fits geared primarily to social need.” 


That just about explains the difference between the two systems. “Social 
need” is a term which carries its own definition. “Retirement” is but an exten- 
sion of the work contract the Government extends to employees who remain 
within the service the prescribed time. The two systems were never intended 
to be thrown in together. Yet, for 15 years, we have had to fight all the way to 
prevent integration and even absorption by social security. I cannot believe 
that the Members of the Congress will want their system so absorbed. 

It is the purpose of the present statement to present our position fully and 
at the same time briefly as possible and to the point. I believe that I have made 
my case in conformity with these principles and ask that your committee without 
undue delay report the bill largely in the form in which it was introduced, 
together with any worthwhile improvements which the Senate may have 
included. 

The Crarrman. The next witness is Mr. Warren B. Bledsoe, presi- 
dent of the National Rural Letter Carriers Association. 

Mr. Hurickx. Mr. Chairman, Mr. Bledsoe is necessarily absent and 
I will present his statement for him. 

The Cuarrman. Very well. You may proceed. 


STATEMENT OF R. L. HULICK, VICE PRESIDENT, NATIONAL RURAL 
LETTER CARRIERS’ ASSOCIATION, ACCOMPANIED BY JOHN W. 


EMEIGH, SECRETARY, NATIONAL RURAL LETTER CARRIERS’ 
ASSOCIATION 


Mr. Hvurickx. Mr. Chairman and members of the committee, my 
name is R. L. Hulick. I am vice president of the National Rural Let- 
ter Carriers’ Association, and I am appearing to present the testimony 
of Mr. Warren B. Bledsoe, president of the National Rural Letter 
Carriers’ Association, who is unable to be here. I am accompanied by 
the national secretary, Mr. John W. Emeigh. 

The National Rural Letter Carriers’ Association represents a paidup 
membership of more than 36,000, comprising more than 90 percent of 
all regular classified rural letter carriers in the Nation. The balance 
of our membership is composed of retired, temporary, and substitute 
rural carriers. 

We welcome this opportunity to appear before this committee and 
present our views and recommendations relative to S. 2875. We would 
also like to take this opportunity to thank members of this committee, 
and other Members of the House who have introduced similar bills 
on liberalization of the Civil Service Retirement System. 

It is our opinion that the economic needs of the day gives ample 
justification for liberalization of the formula used to compute annuities 
under the act. The formula, as contained in S. 2875, is justified when 
consideration is given to the cost of living in relation to the dollar 
level of annuities. A review of statistics highlights the fact that cur- 
rent civil-service annuities, which were determined on the basis of the 
present formula for computation, are woefully inadequate. They do 
not provide the measure of financial security necessary to maintain a 
reasonable standard of living. In this respect the primary purpose 
of the Retirement System is nullified. 

The 1955 annual report of the Civil Service Commission provides 
statistics which, in our opinion, substantiate this statement: Of the 
226,180 annuitants on the rolls as of June 30, 1955, 64.22 percent of 
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them were receiving less than $150 per month, 90.76 percent were re- 
ceiving less than $200 per month, and almost 20 percent were receiving 
a pittance of less than $50 per month. 

It is a practical impossibility for such dollar income to do more than 
provide the bare necessities of life. This cold fact has served to delay 
retirements. It has also resulted in less than half of those retiring 

making provision for survivorship annuities, because they need the 
additional income and do not feel they can afford this provision. 
Thus, although one of the principal thoughts uppermost in the minds 
of our members is the financial security ‘which may be provided for 
their widows and children in the event of death, far too many em- 
ployees find it necessary to gamble in making such selection. 

Under S. 2875 the computation formula is improved. It also pro- 
vides liberalized survivorship benefits, and makes automatic the 
widow’s annuity up to 50 percent of the first $2,400 of earned annuity. 
eon are all excellent improvements and are wholeheartedly endorsed 

by this association. 

This organization has supported the principle of 30-year optional 
retirement for a great many years, and by convention action we are 
mandated to seek enactment. This provision is of major importance 
to those employees who for personal health reasons should retire. 
These persons are frequently not disabled to the extent that they may 
qualify for disability retirement but have infirmities which are ag- 
gravated by continued employment. We do not feel that this pro- 
vision would encourage wholesale retirements upon completion of 30 
years of service. The record of 30- year optional retirement at age 
55 under present law shows that only approximately 5 percent of those 
on the annuity rolls have availed themselves of this provision. Even 
with the increases which would be granted under 8. 2875, optional 
30-year retirements would be greatly ‘restricted both by the reductions 
necessary to exercise the priv lege and the drastic cut in income which 
it would bring. We recommend that this provision be retained in any 
bill reported by the committee. 

This association is fully cognizant of the importance of the financial 
stability of the retirement ‘fund. It was for this reason that we 
strongly recommended before the Senate hearings on this legisla- 
tion that language be incorporated which would assess the Govern- 
ment’s proper contribution to the retirement fund, as the employer, 

against each governmental agency for the employee in that agency. 
It has been our position that the employer’s contribution to the retire- 
ment fund is properly a portion of wages paid, and thus, that each 
agency should have incorporated within its budget the proper funds 
to cover the Government’s contribution toward the reserve of the 
retirement fund from which annuities are paid. S. 2875 provides 
for a matching of funds by the Government and we recommend that 
this provision be retained by this committee. The increasing of 
retirement deductions from 6 percent to 7 percent is an increase which 
will be gladly borne by our members in order to secure the benefits 
provided in S. 2875. 

The Civil Service Commission has estimated that, for all future 
service, the benefits which would accrue from enactment of S. 2875 
would amount to a cost factor of less than 14 percent of payroll. 
It is noted that the 7 percent deduction provided, together with the 
agency contribution matching the employee deduction, establishes 
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for the first time since the enactment of the act in 1920. a funding 
method which requires both the employer and the employee to share 
equally the future service costs. It is noted that this will generate 
sufficient revenue to fully meet the future service cost of the benefit 
structure as estimated by the Civil Service Commission. 

Action on this legislation is eagerly awaited by employees. We 
believe S. 2875 to be the most forward-looking piece of legislation on 
retirement since the act was established in 1921. We urge this com- 
mittee to report it promptly to the House for action. 

We would like to take this opportunity to thank the members of this 
committee and the House for sponsoring similar bills. We commend 
Chairman Murray for scheduling hearings in order that the committee 
could consider this important legislation. 

Mr. Chairman, we are deeply grateful to you and the members of 
this committee for the privilege of appearing before you and present- 
ing our views and recommendations. 

The CHarrman. Any questions? 

If not, thank you. 

The next witness is Mr. C, L. Dorson, president, Retirement Federa- 
tron of Civil Service Employees of the United States Government. 
Is Mr. Dorson present ? 

Mr. Dorson. Yes, sir. 

The CHarrMAN. You may proceed. 


STATEMENT OF C. L. DORSON, PRESIDENT, RETIREMENT FEDERA- 
TION OF CIVIL SERVICE EMPLOYEES OF THE UNITED STATES 
GOVERNMENT, ACCOMPANIED BY ARTHUR F. AEBERSOLD, SECRE- 
TARY-TREASURER, RETIREMENT FEDERATION OF CIVIL SERVICE 
EMPLOYEES OF THE UNITED STATES GOVERNMENT 


Mr. Dorson. Mr Chairman and members of the committee, my name 
is C. L. Dorson. I am president of the Retirement Federation of 
Civil Service Employees of the United States Government, an organi- 
zation of approximately 85,000 members, most of whom are presently 
employed in the Department of Defense, and I am accompanied by 
Mr. Arthur F. Aebersold, secretary-treasurer. We desire to discuss 
with you the views of our organization concerning the bills S. 2875 
and related House measures, to revise the Civil Service Retirement 
Act. For purposes of expediency and identification, we shall, with 
your permission, address our remarks to the Senate-passed bill S. 2875. 

Section 1: Section 1 of the bill—definitions, among other things 
continues and extends the differences as between the various groups 
covered by the Civil Service Retirement Act. In our opinion, there 
is no valid justification for the creation of special provisions under the 
act for particular groups on the basis of title, occupation, or the 
branch of Government under which service is rendered. For this 
reason we urge that the definition of “employee” be applied to all 
groups and classes on an equal basis. 

Subsections (h) and (i) of section 1 continue the requirement of 
marriage for at least 2 years immediately preceding death of the 
spouse to meet the definition for widow or widower. This term 
doubles the same requirement under other major public systems and 
eliminates benefits in many deserving cases. Therefore, we suggest 
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that the length of marriage required for title to annuity be changed 
from 2 years to 1 year. 

Subsection (1) of section 1 would eliminate the payment of interest 
on retirement deductions returned as “lump-sum credits” in all instan- 
ces, thus completing the elimination of a benefit, time-honored since 
the establishment of the system, which had its beginning with the 
reduction in interest rates, from 4 percent to 3 percent, after Decem- 
ber 31, 1947. 

While we agree that elimination of the payment of interest would 
provide a means of considerable savings to the civil-service retirement 
and disability fund, by the same token many other benefits might be 
eliminated for the same reason. In our opinion, the end- result ob- 
tained does not justify the means. 

The funds deducted from the salary of the employee are a part of 
his earned salary. If they were invested by the individual in bonds 
of the United States, as they are by the Secretary of the Treasury, 
they would earn interest for the employee as they do for the fund. 
To deprive him of the opportunity for private investment while using 
his money for enhancing a public fund seems hardly justified and is 
not practiced by most other public and private retirement systems. 
Attachment No. 1 to this statement lists a number of public and pri- 
vate systems and shows their policies regarding payment of interest 
on lump sum payments. 

The amounts involved here, while they vary in individual cases, 
are not small by any means. Figures submitted in the Senate indicate 
that the estimated annual interest in such cases would total $12 million 
In substance, this really amounts to an added cost to those who benefit 
the least under the act. 

For these reasons, we are very much opposed to the elimination of 
interest in lump-sum payments and urge that such provisions be 
stricken from the bill. 

Section 3: Subsection (g) of section 3 continues in effect the present 
provisions of section 5 of the act, created by the act of August 31, 
1954, Public Law 730, 83d Congress. We opposed the enactment of 
this amendment originally and subsequent events have served to 
strengthen our original contentions. 

While subscribing to the expressed intent of Public Law 730 and 
subsection (g) of sec ction 3, We are opposed to such a provision because 
it will victimize, as it has in the past, many employees by preventing 
the addition of service to earned annuity rights and, in many cases, 
will prevent the accumulation of enough service to qualify for 
annuity. 

We have in mind, particularly, employees of the military depart- 
ments where, yenneys in national emergencies, employment is much less 
stable than in other departments and agencies. Quite often these 
employees are hired for a few months, to meet fluctuating workloads, 
and then released. It is not unusual, during times of peace, for these 
employees to have a half-dozen periods of employment in a 10-year 
period, no one of which would be as long as 1 year and often no 2 
such periods would be within the 2-year requirement of subsection 
(g). We find it hard to believe that the Congress intends to penalize 
these employees for conditions over which they have no control, and 
yet it is happening. 
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We are still of the opinion that the amendments provided by Public 
Law 730, 83d Congress, should be repealed. However, for the purpose 
of expediency, we suggest that the amendment of section 3 (g) to 
include separations by reduction-in-force, in addition to separations 
by death or disability, would, we believe, remove most of the existing 
injustices. 

Amendments which will prevent raids on the fund in a manner fair 
to all concerned will be suggested later in our discussion of section 
4 (c) of S. 2875. 

Section 4: Section 4 of S. 2875 deals with deductions and deposits. 
Under subsection (a) we find 2 rates of deductions; 7 percent for em- 
ployees and 8 percent for members. 

In our comment on section 1, we stated that in our opinion there is 
no valid justification for special provisions under the act for particular 
groups and urged that the definition of employee be applied to all 
groups and classes on an equal basis. The adoption of this suggestion 
would eliminate the necessity for more than one deduction rate, which 
we suggest be not more than 7 percent, at least for the present, and 
necessitate a conforming change in subsection (c). 

In our discussion on section 3 (g), above, we stated that amendments 
which would accomplish the purpose of that subsection in a fair man- 
ner would be suggested in later sections of the bill. For this purpose, 
we suggest that subsection (c), which begins on line 21, page 11, be 
amended as follows: 

Strike out all between (c) in line 21, page 11, and the colon in line 2, 
page 12, and insert in lieu thereof : 

Each employee or member credited with civilian service after July 31, 1920, 
for which, for any reason whatsoever, no retirement deductions or deposits have 
been made, shall deposit, or there shall be deposited for him, with interest an 
amount equal to the following percentages of his basic salary received for such 
service before such service may be used in the computation of his annuity. 

Many employees apply for refunds of their retirement deductions 
upon separation from service, usually at early ages and when their 
aggregate service is short. Quite often their actions are the result of 
financial difficulties arising from loss of employment. 

“ailure to redeposit these refunds, usually from oversight, inability, 
or misinformation: too often results in pathetic, if not tragic, circum- 
stances, especially for their widows and children, Such circumstances 
should, and in many cases would, be avoided were it not for the pro- 
visions of section 7 (c) of the act which permit redeposit only by the 
officer or employee. 

Subsections (c) and (d) of section 4 of the bill would continue the 
present restrictions of the act in this regard. In our suggested amend- 
ment to subsection (c) we have eliminated the subject requirement and 
suggest the following amendment to subsection (d) for the same pur- 
pose : 

In line 7, page 12 of S. 2875, insert a comma after the word “deposit” 
followed by the words “or there may be deposited for him,” before the 
word “the.” 

Subsection (e) of section 4 would require the payment of interest, by 
the employee or member, on all deposits and redeposits to the fund, 
including periods of separation. This in spite of the fact that section 
1 (1) would deny the payment of interest to the employee or member 
or their survivors. 
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Again, as in our discussion of section 1 (1), we do not believe that 
such action is justified. However, should the amendment of section 1 
(1) be accomplished as suggested, we would not object to the provisions 
of section 4 (e) even though interest would be required during periods 
of separation which is not now the case. 

Section 6: Section 6 (c) continues and extends the present provisions 
for the retirement, at age 50 with 20 years’ service under certain con- 
ditions, of employees engaged in the investigation, apprehension, or 
detention of persons suspected or convicted of offenses against the 
criminal laws of the United States. 

There are a number of occupations in the industrial and other estab- 
lishments of the various departments and agencies which would seem 
to merit equal consideration under these provisions because of their 
hazardous nature from the standpoint of accident frequency as well 
as the effect on general health. Therefore, we suggest that section 6 
(c) of S. 2875 be amended so as to include those classes of employees 
whose occupations require hazard-rate premiums under life-insurance 
policies issued by the major insurance companies. 

Section 6 (f) relates only to the retirement of members and would, 
therefore, became unnecessary if our prior suggestions, concerning 
equal application of the Act, were adopted. 

Section 9: Section 9 of the bill provides three different methods for 
the computation of annuities depending on the title of the position and 
the branch of Government under which the service is rendered. Since 
all such service is rendered, ultimately, for the same Government, we 
fail to find ample justification for more than one method of computa- 
tion. We, therefore, respectfully urge that section 9 of S. 2875 be 
amended so as to provide for the computation of all annuities under the 
Civil Service Retirement Act, on the basis of 214 percent of the basic 
salary for any 3 consecutive years of creditable service multiplied by 
the total number of years and months of such service, with the proviso 
that the total amount of annuity shall not exceed 80 percent of such 
3-year average salary. 

Section 10: The Civil Service Commission’s Retirement Report for 
the Fiscal Year Ended June 30, 1955, shows, in table C-—8, that, of the 
70,747 survivor annuitants on the roll at that time, 66,098 were receiv- 
ing annuities under $100 per month, 43,851 were receiving less than 

$50 per month and 4,722 were receiving less than $10 per month. 
These circumstances would seem to amply “justify a provision for mini- 
mum survivor annuities under the Civil Service Retirement Act. 
Therefore, we urge that section 10 of S. 2875 be amended so as to pro- 
vide for the establishment of minimum annuities for surviving widows 
and dependent widowers in all cases on the basis of a minimum credit 
of 15 years’ service but not exceeding an annuity equal to 40 percent of 
the average salary. At least one other system for the retirement of 
Federal employees, the Foreign Service retirement system, has had 
such provisions since 1946. 

Many Federal employees do not have coverage, other than th: at pro- 
vided by the Civil Service Retirement Act, which would provide pro- 
tection for their families after death. This protection, as now pro- 
vided, ceases immediately after the employee's separation, unless he 
retires at that time. 

Most other systems, under which coverage might be secured after 
separation, require varying periods for qualification. The major pub- 
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lic system, social security, requires coverage for at least 18 months to 
provide qualification for family benefits. 

Since the separated employee, who dies between separation from the 
protection of the civil-service system and the time required to gain 
coverage, is “caught in a squeeze,” it seems only fair that the protec- 
tion of one system should be extended for at least a limited time to 
allow qualification for other protection. We, therefore, recommend 
that section 10 of S. 2875 be amended to provide for the continuation 
of the family benefits of the act for at least 18 months following sepa- 
ration of the employee for purposes other than retirement. 

Section 15: For many years the subject of tax exemption for civil- 
service annuities has been the basis for much discussion and proposed 
legislation. Finally, a measure of relief was provided in the Internal 
Revenue Act of 1954, Public Law 591, 83d Congress, which allows a 
tax credit at the first increment rate on up to $1,200 of the annuity 
less the amount of any annuity or pension received under the Social 
Security or Railroad Retirement Acts and subject to certain earned- 
income restrictions. 

Under these other two major retirement systems, also administered 
by the Federal Government, the maximum amounts excluded from 
taxation are much greater than the credit allowed civil-service annui- 
tants and apply to a vastly larger segment of our citizens. In fact, 
benefits under the Social Security Act are now exempt on amounts 
which may be as great as $2,400 per annum and on benefits under the 
Railroad Retirement Act which will be as much as $3,129.60 by 1976 
without change in present law. 

In view of the cited precedents, and in the belief that relief from 
taxation should be extended on an equal basis to all our senior citizens, 
we urgently suggest that section 15 of S. 2875 be amended so as to pro- 
vide for the tax exemption of civil-service annuities in amounts at 
least equal to the amounts exempted from taxation under other major 
federally administered systems. 

Section 4, continuation of prior rights: The policy of not making 
major changes in the Civil Service Retirement Act retroactive as to 
application, while admittedly desirable from an administrative stand- 
point, has created many inequities and much dissatisfaction among 
those who retired or were separated with deferred annuity rights 
prior to the effective date of such changes. In addition, such a policy 
has been the major cause of the problem of adjusting annuities with 
which the Congress is faced periodically. The methods used for ad- 
justing annuities in recent years have created situations as illustrated 
in attachment No. 2 to this statement. 

‘To eliminate many of the inequities and much of the dissatisfaction 
that we believe will be created by the provisions of S. 2875, we suggest 
that the bill be amended by striking out the present language of section 
4, beginning on line 7 and ending on line 12, on page 42, and inserting 
in lieu thereof the following: 


Sec. 4. In the case of those who before the effective date of this Act shall have 
been retired, or separated with title to deferred annuity, their rights shall be 
determined and annuity adjusted under this Act with proper weight being given 
to the increases in the average salaries of the position which forms the basis for 
their annuities, but this Act shall not be so construed as to reduce the annuity 
of any such retired person nor shall any increase in annuity commence before 
the effective date of this Act. 
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The inclusion of such a provision in a major revision of the Civil 
Service Retirement Act is not entirely without precedent. ‘The act of 
May 29, 1930, Public Law 279, 71st Congress, cited as the present 
organic act, contained a similar provision in section 8. 

Mr. Chairman, with the amendments herein suggested, our organi- 
zation requests the early enactment of S. 2875 or a sumilar bill and urges 
its favorable consideration by the committee and the Congress. 

We thank the committee for the opportunity afforded us to express 
the views of our organization. 

(The attachments to the statement of Mr. Dorson are as follows :) 


ATTACHMENT No. 1 
PUBLIC AND PRIVATE RETIREMENT SYSTEMS 


Their policies regarding the payment of interest on lump-sum payments. 

Of six contributory retirement systems, other than the civil-service system, 
operated for Federal employees, the Committee on Retirement Policy for Federal 
Personnel, in its findings transmitted to Congress on January 15, 1954 (pt. 1, 
S. Doe. No. 89, 88d Cong.), listed only one system that did not pay interest on 
lump-sum payments; that operated for the policemen and firemen of the District 
of Columbia. The systems found to be paying interest and the amounts of 
interest were as follows: 


Board of Governors of the Federal Reserve System 


Interest of 3 percent is credited to individual accounts annually, except that 
in years the earnings of the fund fall below 3 percent, the Board of Trustees may 
set a lower rate. The net interest yield on investments of the fund was 3.33 per- 
cent for the year ending February 28, 1953. 


Public schoolteachers of the District of Columbia 


Refund of compulsory contributions and deposits with 4 percent per annum 
compound interest to July 1, 1946, and 3 percent per annum compound interest 
thereafter. 


Tennessee Valley Authority 


Interest on the contributions of members leaving the system is fixed by the 
Board of Directors of the Authority. The rate currently allowed for refunds 
in event of death is 4 percent; for refunds in event of withdrawals it is 2 percent. 


Civilian teachers at the Naval Academy 


Although, except in cases of death, lump-sum payments are not made as such, 
a member separated prior to eligibility for retirement may elect to receive, 
beginning at age of his own election, the annuity purchased by contributions of 
both employer and employee including interest. The interest rate is 214 percent, 


plus annual dividends based on the earnings of the fund. In cases of death. the 
refund consists of member and employer contributions with interest. 
Foreign Service 

Compulsory contributions and deposits are refunded with 4 percent per aunum 
compound interest. 

Of seven privately operated contributory retirement systems listed by the 
committee, none were found that did not provide some return for the use of a 
participating employee’s funds. One, that of American Airlines, Inc., did not pay 
interest on withdrawals, but provided that the lump-sum payment cannot be 
less than $1,000 in excess of total contributions in cases of death. The other six 
systems were found to pay the following rates of interest on lump-sum payments: 
General Electric Co. 

Interest at an undisclosed rate is paid on all lump-sum payments. 

Standard Oil Company of New Jersey 

Interest is paid on all lump-sum payments. The interest rate on contribu- 
tions made from July 1, 1945, to June 30, 1950, is 2 percent. No information 
is available on the interest rate on contributions made after June 30, 1950. 
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Federal Reserve banks 

Interest of 3 percent is credited to individual accounts annually, except that in 
years the earnings of the fund fall below 3 percent, the Board of Trustees may 
set a lower rate. The net interest yield on investments of the fund was 3.33 
percent for the year ending February 28, 1953. 


National City Bank of New York 


Lump-sum payments consist of the employee’s aggregate contributions, with 
interest compounded at 2 percent per year. 


Teachers Insurance and Annuity Association of America 


The contributions of employer and employee are fully vested in the employee. 
The guaranteed interest rate is 24% percent. Also, annual dividends based on 
the earnings of the fund are credited to the individual accounts, 


College retirement equities fund 


Since this fund invests its funds in equity-type investments, there is no guar- 
anteed interest rate. However, taking the rapid growth of the fund into account, 
the average dividend rate was found to approximate 4 percent. Payments by 
the employer and employee are fully vested in the employee. 

Of the five State and municipal plans listed in the committee’s report, none 
were found to be completely devoid of interest provisions. However, the system 
operated by the State of Illinois paid interest only on those lump-sum payments 
necessitated by death. The rate of interest was found to be 2 percent. Interest 
rates of the other four systems are listed below: 


State of New York 
For persons who last became members on or before June 30, 1943, interest is 


eredited at 4 percent per year, compounded annually, and 3 percent per year, 
compounded annually, for those becoming members after June 30, 1943. 


State of Virginia 
Interest on employee contributions is credited at the rate of 2 percent per year. 
City of Detroit 


The rate of interest credited during the fiscal year ending June 30, 1952, was 
3 percent. The rate of interest earned during this period was 2.55 percent. 


City of Los Angeles 


Interest is credited to the individual accounts as of the last day of June and 
December of each year at a rate fixed by the board of administration. The rate 
in 1952-53, was 2.80 percent. 


ATTACHMENT No, 2 


The following figures are from an actual civil service retirement case. They 
are illustrative of what actually has happened under the blanket increases in 
annuities provided by Public Laws 426, 80th Congress; 555, 82d Congress; and 
369, 84th Congress; and what could happen under the increase provided in 8. 
3725, H. R. 11003 and similar bills. 


Name: John Doe. 

Date retired: June 30, 1932. 

Age at retirement: 62 years. 

Length of service: 15 years. 

Average salary: $1,552.28’; $4.96 per diem. 
Total deductions : $522 (no interest included). 
Original annuity: $582.24. 

Annuity as increased by Public Law 426: $727.80. 


1The maximum salary rate for this position (chauffeur) now, in the Washington, D. C., 
area is $3,889.60 per annum, which would produce an annuity, for the person retiring 
before December 1, 1956, of $960 per annum. The same average salary, under the formula 
provided in S. 2875, 84th Cong., as it passed the Senate, would produce an annuity of 
$1,092 per annum after January 1, 1957. 

2In this case, the average salary being less than $1,600 per annum, the guaranteed mini- 
mum provisions of the 1930 act did not apply. 

To equal the total annuity the enactment of S. 3725, H. R. 11003 or a similar bill would 
produce for John Doe, an employee with the same service (15 years) retiring under existing 


jaw would need an average salary of $5,546, and $4,800 under the formula provided in 
S. 2875. 
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Annuity as increased by Public Law 555: $912. 
Annuity as increased by Public Law 369: $1,020. 
Total increase : $437.76 or 75.2 percent. 
Annuity as proposed by S. 3725, H. R. 11003 and similar bills: $1,320.* 
Total increase (including proposed) : $737.76 or 126.7 percent. 
The Cuarmman. Thank you, Mr. Dorson. Are there any questions? 
If not, the next witness is Mr. George L. Warfel, president, National 
Association of Special Delivery Messengers. 


STATEMENT OF GEORGE L. WARFEL, PRESIDENT, NATIONAL 
ASSOCIATION OF SPECIAL DELIVERY MESSENGERS 


Mr. Warrev. Mr. Chairman and members of the committee, as 
identification, my name is George L. Warfel, president of the National 
Association of Special Delivery Messengers, affiliated with the AFL 
CIO, with national offices at 112 C Street NW., Washington, D.C. 

Our membership is deeply appreciative of the active interest shown 
by Members of Congress in the introduction of the various bills seek 
ing to liberalize the Civil Service Retirement Act. We also wish to 
express our thanks to Chairman Murray and the members of this com- 
mittee for getting these hearings under way and for this opportunity 
to express our Views. 

On behalf of our membership, I wholeheartedly endorse the prin- 
ciples of S. 2875, which has been passed by the Senate. First, because 
it provides many just and greatly needed improvements in the Civil 
Service Retirement Act for which our national conventions have gone 
on record ; and second, for the reason that it seeks to maintain the Fed- 
eral civil service system separate and apart from OASI, with which 
objective we are in complete accord and consider of the utmost impor- 
tance. We see no necessity for coordination with OASI as has been 
advocated in other bills to obtain (1) full coverage for all employees, 
or (2) much-needed increase in annuities and survivorship benefits. 

While we endorse the principles and objectives of S. 2875, we respect- 
fully recommend the following amendments which we trust may re- 
ceive full consideration by the committee : 

1. That “basic pay” be defined to include longevity, overtime, and 
night differential pay. 

2. That coverage be extended to officers of the Federal employee or- 
ganizations who are former employ ees or employees on leave of ab- 
sence while serving their respective organizations. 

3. That the original language of S. 2875 be reinserted to take care 
of those employees who are in and out of Government service, thereby 
setting up a system whereby their work credits may be transferred 
between the Federal retirement system and OASI. 

4. That all retirement deductions, with interest be credited to the 
a retirement account, including the first 5 years of service. 

. While S. 2875 greatly reduces the penalty imposed on those who 
sale prior to age 60 with 30 years’ service, we urge that all penalty 
be removed, making it possible for any employee who has reached the 
age of 50 to retire after 30 years’ service at full annuity. 

6. That concurrent payment of compensation awards for permanent 
disability and earned retirement annuities be made when the latter 
is based on the provisions of section 1 (a) of the present law. (This 
relates to employees with 15 years’ service, age 62 or more, who under 
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present law are not entitled to compensation award payments for 
service-connected injuries, at the same time he is receiving retirement 
annuity, even though he did not retire of such injury. ) 

It has already been brought to the attention of the committee that 
tle civil service retirement fund is in better shape percentagewise than 
any other Government retirement fund. Also that predictions of 
reiirement costs have consistently been overestimated by the actuaries. 
Therefore it is our conclusion that S. 2875, with the suggested amend- 
ments, would be a sound bill and well worth the increase in retirement 
deductions from 6 to 7 percent, as included in the bill. 

Mr. Chairman, I again thank you for the opportunity to make these 
recommendations and trust that the committee will act favorably on 
the bill. 

The CHairnman. The next witness is Mr. Ross Messer, legislative 
representative, National Association of Post Office and General Serv- 
ices Maintenance Employees. 


STATEMENT OF ROSS MESSER, LEGISLATIVE REPRESENTATIVE, 
NATIONAL ASSOCIATION OF POST OFFICE AND GENERAL SERV- 
ICES MAINTENANCE EMPLOYEES 


Mr. Messer. Thank you, Mr. Chairman and members of the com- 
mittee, for this opportunity to appear before you today. My name 
is Ross A. Messer, and I am legislative representative of the National 
Association of Post Office and General Services Maintenance Employ- 
ees, representing the custodial employees of the postal field service 
and General Services Administration. 

I wish to take this opportunity to thank Chairman Murray and the 
members of this committee for their interest in the Civil Service 
Retirement Act and their desire to liberalize the act at this session 
of Congress and still keep the fund financially sound. 

This committee has numerous retirement bills before it. However, 
| would like to request favorable consideration of S. 2875 as approved 
by the Senate. The Civil Service Retirement Act, in our opinion, has 
needed liberalizing for a number of years. It has not kept pace with 
the liberalization of other retirement or old-age survivorship systems 
as it has not been revised since 1948, although other systems cove been 
vevised since that date. S. 2875 liberalizes the method of computin 
annuities for future retirees, for employees retired on disability, oon 
for surviving dependents. 

Our association has for a number of years favored retirement after 
30 years of service, on a full annuity, regardless of age. The present 
law requires a reduction of one-fourth of 1 percent for each full month 
the retiring employee is under age 60. Section 9 (d) of S. 2875 
would change the present formula to one-twelfth of 1 percent per 
month up to 30 months, one-eighth of 1 percent for each month in 
excess of 30 and up to 60, and one-sixth of 1 percent for each month 
in excess of 60, that the employee is under age 60 at the time of retire- 
ment. The Civil Service Commission is opposing this feature of 
S. 2875 as too expensive and because the Government would lose many 
valuable employees. We feel that after an employee has served 30 
years he is entitled to retirement if he so desires. However, we also 
feel that not too many employees will take advantage of such provi- 
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sions. If I recall correctly, during the depression days when 30 years 
optional retirement was in effect very few employees retired merely 
because they had completed 30 years of service. We believe that this 
is a good provision and should be left in the bill. 

Section 9 (a) of S. 2875 provides that in computation of annuities, 
the annuity “shall be (1) the larger of (A) 114 percent of the average 

salary multiplied by so much of the total service as does not exceed 
5 years, or (B) 1 percent of the average salary, plus $ $25, multipled 
by so much of the total service as does not exceed 5 years, plus (2) 
the larger of (A) 2 percent of the average salary multiplied by so 
much of the total service as exceeds 5 vears, or (B) 1 percent of 
the average salary, plus. $25, multiplied by so much of the total serv- 
ice us exceeds 5 years.” The Civil Service Commission proposes 
that the 2 percent be deleted from the bill and suggests a new formula 
134 percent of the average salary or 1 percent of the average salary 
plus $25, multiplied by total years of service. 

It is interesting to note that the Commission points out that the 
formula in the bill will benefit retirees with average salaries above 
$2,500 per annum. However, the Commission did not point out that 
their proposed formula would benefit only those employees with 
average salaries above $3,300 per annum. It is interesting to note 
that in speaking of the formula set forth in S. 2875, the Commission 
states in part as follows: 

We do not therefore find this proposal objectionable in principle, nor do we 
find the benefit it produces would be excessive when compared with benefits 
provided other officers or employees. 

The Commission does not object to the method of computation and 
neither do they object to the benefits. However, in the next sentence 
they object to the cost. 

Under the formula, section 9 (a) of S. 2875, employees with average 
salaries of $2,500 or less would receive no increase in annuity, while 
under the Commission’s proposal, employees with average salaries of 
$5,300 or less would receive no increase in annuity. We would like 
to suggest that the basic formula be 1 percent plus $30 instead of 1 
percent plus $25. This could be acc em ey by deleting “$25” in 
lines 15 and 19, page 20, and inserting “$30” in lieu thereof. This sug- 
gested amendment would guarantee an annuity increase to 29 206 
Federal employees, including 11,593 postal employees who would re- 
ceive on annuity increase under S. 2875. The number rec elving no 
annuity increase under the Commission’s formula would, in all prob- 
ability, be considerably higher. We endorse the formula in S. 2875 
with the suggested amendment to grant an increase to the lower-sal- 
aried employees. 

Employees with short periods of service who are forced to retire on 
disability have been unjustly treated due to the way their annuities 
are computed. Section 9 (a) liberalizes the method of computing dis- 
ability retirement by allowing (1) at least 40 percent of the average 
salary or (2) the sum obtained by computing his salary in the normal 
method after increasing his total service by the period el: apsing be- 
tween the date of separation and the date the employee attains the 
age of 60, whichever is the lesser. This provision is a great improve- 
ment over the present law. However, our association is sof the opinion 
that the guarantee should be at least 50 percent of the average salary. 
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Section 10 of S. 2875 liberalizes the benefits to survivors of annui- 
tants of an employee who dies while in active service. The survivor- 
ship benefits have been in need of liberalization for a long time, and 
section 10 is certainly a step in the right direction. 

Section 9 (f) provides automatic and free survivor annuity of 50 
percent on the first $2,400 of the annuity of an employee retiring for 
any reason. The retiring employee may elect to have his or her an- 
nuity in excess of $2,400 reduced by 10 percent and thus provide sur 
vivor annuity of 50 percent of his total annuity. The Civil Service 
Commission opposes this feature of the bill, stating that the present 
law is very favorable to the employees and proposed the wailine of 
the present law providing a 5 percent reduction of the first $1,500 of 
annuity, and 10 percent of any annuity in excess of $1,500. During 
1954, 28,997 employees retired and out of this number 18,255 selected 
single life annuities and only 10,742 elected survivorship benefits. 
Due to the large number of employees retiring and not selecting sur- 
vivorship benefits, the provisions of S. 2875 would greatly benefit the 
employees receiving small annuities as the survivorship benefits would 
be automatic and free. With an average annuity of approximately 
$1,500 it is impossible for many of the retiring employees to select sur- 
vivorship benefits. We wholeheartedly endorse this provision of S. 
2875. 

The administration has recommended coordination between the civil 
service retirement system and the Social Security Act. In 1954 the 
Civil Service Commission released certain information from the Com- 
mittee on Retirement Policy for Federal Personnel, relative to co- 
ordination of the civil service retirement system with the Social Se- 
curity Act. All of the information distributed by the Civil Service 
Commission was reproduced and distributed to the various locals of 
our association for their study and comments. The reproduced mate- 
rial was also distributed to all the delegates in attendance at our 1954 
national convention in Detroit, Mich. After considerable study and 
debate on the proposal as outlined by the Civil Service Commission in 
1954, our convention voted to oppose any coordination with, or under- 
writing of, the Civil Service Retirement Act by the Social Security 
Act. The position of this association has not changed since 1954; 
therefore, we are opposed to the administration’s proposal to coor- 
dinate the Civil Service Retirement Act and the Social Security Act. 

It seems strange to us that the Civil Service Retirement Act can 
not be liberalized to provide the same survivorship and children’s bene- 
fits as the Social Security Act, when the Government employees are 
contributing, and have been contributing for a number of years, 6 
percent of their salary to the retirement system, while employees in 
private industry are contributing only 2 percent, and will eventually, 
in 1975 contribute 4 percent to social security. 

The Commission also recommends against the 7 percent deduction 
from the employees and recommends that the present 6 percent deduc- 
tions be continued. We believe that the lberalizations contained in 
S. 2875 are well worth the proposed 7 percent deduction. Of course, 
the Commission wants to eliminate many of the benefits and reduce 
others in order to maintain the 6 percent contribution. 

I would like to place our association on record as favoring S. 2875 
with the amendment to the formula changing the 1 percent plus $25 
to 1 percent plus $30, which would give an annuity increase to em- 
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ployees with average salaries less than $2,800 per annum. It is hoped 
that the committee will favorably report S. 2875 to the House so that 
it may be enacted into law at this session of Congress. 

Below I am setting forth computations of annuities based on 30 
years of service under the present formula, including the percentage 
increase, our proposed amendment (1 percent plus $30 instead of $25), 
the Commission’s proposed formula, and the formula in S. 2875, show- 
ing the amount of increase or decrease, as the case may be, and the per- 
centage. The comparisons are very interesting and merit careful 
consideration. If the Commission’s proposed formula is enacted 
and effective January 1, 1957, employees retiring after that date with 
average salaries of $3,800 or less would receive smaller annuities than 
employees retiring today with the same average salary and length of 
service. Under the formula in S. 2875 the breaking point is $2,800 
and employees retiring with a hehe average would receive smaller an- 
nuities than employees retiring today under the same conditions. 
There are in excess of 29,000 employees receiving less than $2,800 
per annum and more than 475,000 employees receiving less than 
$3,800 per annum. Mr. Chairman, our proposed amendment would 
grant an annuity increase to this group. 


Average Present formula! Pro- Com- Increas Increase 
salary | plus percent in- | posed1l|Amount| Per- |mittee’s| (+) or| VPer- | S. 2875) (+-) o1 Per 
30 years) crease |percent| increase |" cent for- j|decrease| cent | decrease| cent 
service | plus $30 mula | (—) | —) | 

| 


| | 
1” 








$2, 500__' $1,500+-$90=$1,590_., $1, 650 +$60 | +3.7 | $1, 500 —$90 | —6.0 | $1,500 —$90 6.0 
$2, 800__| $1,590+-$94=$1,684__. 1,740 +56 /+3.3 | 1,590 —94; —5.5 | 1,680 { —. 2% 
$3, 000__| $1,650+-$96=$1,746_.| 1, £00 +54 | +3.09| 1,650 —96 | —5.3 1,775 +29 +1.6 
$3, 300__| $1,740+$100=$1,840_' 1, 890 +530} +2.7 | 1,740 —100 | —5.4 1, 940 +100 +5. 4 
$3, 500__| $1,800+$102=$1,902.| 1,950 +48 | +2.4 | 1,810 —92 | —4.8 2, 100 +198 | +104 
$3, 800__| $1,890+$106=$1,996. 2,040 +44 | +2.2 1, 995 | l —.05 | 2,5 +219 | +10.9 
$3, 900__| $1,9204-$107 =$2,027_| 2, 070 | +43 | +2.1 2, 040 +13 +.6 2 +243 | +11.4 
$4, 000__| $1,950+-$108= oa058. 2, 100 +42 | +2.0 2, 100 +42 | +2.0 2, +317 | +15.4 
$5, 000__| $2,250+-$120- 2, 640 +270 |+11.3 2, +505 | +21.3 
$7, 000__| $3,150+$156 3, 690 +384 |+11.5 4, +719 | +21.7 
$10, 000 $4500.90 $4.5 500... 5, 250 +750 |+16.6 5, +1, 250 | +27.7 





Mr. Messer. I wish to again thank you, Mr. Chairman and members 
of the committee, for the opportunity of appear ing before you today 
to express the views of our association on S, 2875. 

The CuarrMan. Thank you, Mr. Messer. Are there any questions? 

If not, the next witness is Mr. Paui Castiglioni, legislative repre- 
sentative, National Federation of Post Office Motor Vehicle Em- 
ployees. 


STATEMENT OF PAUL CASTIGLIONI, LEGISLATIVE REPRESENTA- 
TIVE, NATIONAL FEDERATION OF POST OFFICE MOTOR VEHICLE 
EMPLOYEES 


Mr. Casriction1. My name is Paul M. Castiglioni; I am the legis- 
lative representative of the National Federation of Post Office Motor 
Vehicle Employees. On behalf of our entire membership I want to 
express our appreciation to the distinguished chairman, Mr. Murray, 
and to the members of this committee for affording us the opportunity 
of presenting our views on the bills now before you. 

We honestly believe that if our people are to ever hope of main- 
taining a halfway decent standard of living after they retire from 





164 REVISION OF THE CIVIL SERVICE RETIREMENT ACT 


Government service, many progressive changes are necessary in our 
present retirement laws. In this connection we feel that many Mem- 
bers of the Congress share our belief, for this is attested by the num- 
ber of bills that have been introduced on the subject of retirement and 
are pending before this committee. We feel that S. 2875, as passed by 
the Senate, most nearly meets the needs of those I represent, and for 
that reason we urge that this committee give prompt and favorable 
consideration toward its enactment. 

This bill will considerably improve the present retirement law by 
the usage of a new formula in computing annuities, which will result 
in somewhat higher income for those who retire in the future. Be- 
cause we know of the plight of those now on retirement and their 
inability to keep pace with the ever rising cost of living (about half 
= them receive less than $1,700 a year) the increase provided in 

2875 is completely justified. S. 2875 will provide other much 
aa improvements in survivorship benefits. Among other things, 
this bill will insure that a surviving widow, without children, will not 
have to wait until she is 50 years of age to receive an annuity, but will 
get the annuity, to which she is entitled, immediately upon the death 
of her husband; and that’s the way it should be. Another much 
needed improvement is the provision to reduce the cost of providing 
survivorship benefits. This cost is so great under the present law 
that about two-thirds of our people who retire simply cannot afford 
this protection for their loved ones, because the resulting lower an- 
nuity is just not enough to live on. S$. 2875 would improve this situa- 
tion considerably by reducing this cost from the present 5 percent on 
the first $1,500 of annuity and 10 percent on any amount above that, 
to 10 percent on any part of an annuity that exceeds $2,400 per year. 

S. 2875 will permit optional retirement after 30 years of service, re- 

ardless of age, with a sliding reduction in annuity based on the num- 

r of months that the employee is under 60 years of age. In view of 
the fact that for many years, at convention after conv ention, our peo- 
ple have favored optional full retirement after 30 years of service, 
regardless of age, we would suggest that this committee entirely elimi- 
nate the reduction factor in this section of the bill. 

Naturally, the cost of providing these further benefits, plus other 
benefits contained in S. 2875, is of vital concern to all of us. We 
believe that the cost of providing these benefits should be shared by 
both employee and the Government, and that this was the intent of 
Congress when the original act was passed in 1920. Further, I know 
that the employees have met their every obligation in this’ respect, 
and that the Government has not. Under the provisions of this bill 
the employees’ contributions will be increased to 7 percent of their 
earnings and each agency will be required to match their employees’ 
contributions. In this manner we are confident the additional expense 
will be met, and the retirement fund will be on a more sound basis. 

In bringing my views to a close, I have one further suggestion to 
make. Pending before this committee is a bill by Congressman 
Cretella which would permit each retiring employee a certain amount 
of credit toward retirement for any unused annual or sick leave that he 
may have coming to him. This is a most wor thy measure, and we be- 
lieve it would be incorporated in any bill that is designed to improve 
our present retirement system. 
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Again I want to thank this committee for the privilege of appearing 
before it, and we sincerely hope that S. 2875 will receive its favorable 
consideration. 

The Cuarrman. Thank you, Mr. Castiglioni. 

The next witness is Mr. Chris Lample, president, Federal Retire- 
ment Protective Association. 


STATEMENT OF CHRIS M. LAMPLE, PRESIDENT, FEDERAL 
RETIREMENT PROTECTIVE ASSOCIATION 


Mr. Lamrte. Mr. Chairman, and members of the committee, my 
name is Chris Lample and I represent the Federal Retirement Pro- 
tective Association. 

We appreciate the opportunity to present our comments on the 
several proposed ete to the Givi Service Retirement Act. 
Before going further, we wish to say that we like S. 2875 very much, 
since it contains several improvements over present law that are sorely 
needed and would go a long way toward eliminating some of the exist- 
ing inequities. However, we feel that the time has come to place 
squarely before you, certain facts as we see them, with the hope that 
we will contribute toward clearing the air and perhaps lay the ground 
work for interim relief and ultimate perfection. 

We are convinced that the testimony of well-intentioned representa- 
tives of other employee groups has served, not only to aggravate an 
already confused condition, but also has placed more stumbling blocks 
in the path of legislation designed to improve the retirement system. 
It should be obvious that the ills of the retirement system will not be 
cured by 1 bill any more than a sick human being can be cured with 1 
pill. From the testimony we have heard, both here and in the Senate 
subcommittee hearings, we suspect that the patient will succumb rather 
than survive, entirely due to overdoses of home remedies, none of which 
will get to the root of the ailment. 

There are three fundamental faults in the present system. These 
are: 

1. It does not provide a level of retirement benefits commensurate 
with the amount of employee contribution. In other words, the em- 
ployee is not getting his money’s worth when compared with retire- 
ment systems in industry or with a social security system. Since 
pratically everyone admits that this is true it is obvious that a higher 
annuity is warranted. 

2. The basic framework has been so disfigured and distorted by 
amendments that, without realizing it, we have injected not only social 
needs, such as cost of living allowances, into the retirement system but, 
in addition, we have provided special compensation for certain em- 
ployees engaged in so-called hazardous occupations. Both of these 
have no place in a staff retirement system and, as in the case of any 
other special provision for any select group, places an unfair burden 
on the retirement fund and on the majority of workers. Such “class 
distinction” is entirely foreign to the American way of life, especially 
since there are other means by which such problems are overcome. 

For example, elaborate machinery exists and is operated by the Gov- 
ernment at great expense, solely for the purpose of classification of 
Federal jobs. If this machinery is working properly, and presumably 
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it is, then employees in hazardous occupations are being properly com- 
pensated for the degree of hazard involved. Thus: the rel: atively higher 
salary results in greater deductions for retirement purposes and sub- 

sequently the employee g gets a correspondingly higher annuity, Furth- 
er emphasizing the unjustness of existing and proposed amendments is 
the extension of such special benefits to employees formerly engaged 
in so-called hazardous occupations and who have graduated to desk or 

other nonhazardous jobs, and who will continue, frequently in much 
higher grades, in nonhazardous occupations until retired. 

In our association we have many members engaged in truly hazard- 
ous occupations such as aircraft pilots performing special flight testing 
duties: electronics engineers and technicians who daily must work 
on equipment operating at very high voltages; and many who work 
under conditions of danger and isolation. We, unlike several other 
groups, make no plea for special privileges for these of our member- 
ship because we firmly believe that the retirement fund should be held 
inviolate, for the purposes for which it was intended and not used as 
a vehicle for auick and easy solutions to other administre ative problems. 

The hazardous occupation problem is one that requires special study 
a should take into account all truly hazardous positions in the Fed- 

‘al service. Such a study should produce appropriate legislation 
to take proper care of such employees, if the job classification ‘machin- 
ery is incapable of solving the problem. Certainly, the vast majority 
of employees should not be required to carry this and other “class 
privileges” burdens, in the form of unfair drains on the retirement 
fund. 

Likewise, we find that nowhere in industry has any retirement sys- 
tem gone so completely “overboard” in providing for employee survi- 
vors. There is a big difference between survivors and dependents, 
and the needs of both are basically a social problem that should be 
provided for under a social security system. Under a staff retirement 
system the employee, with the help of his employer, is buying for him- 
self a level of retirement benefits considerably better than would be 
obtainable under a social security system. This is fundamental and 
any distortion of this principle defeats the purpose of the retirement 
system. Therefore, the maximum possible benefits should accrue to 
the retired employee and upon his death, his dependents, not his sur- 
vivors, should receive benefits to the extent of the employee’s equity 
remaining in the retirement fund. 

Any benefits beyond that, again places an unfair burden on the re- 
tirement fund and further reduces the potential capability of the fund 
to provide the maximum possible benefits to all other employees. In 
a similar manner the extension of increased benefits from the retire- 
ment fund to employees already retired, because of high living costs, 
is nothing more of less than diversion of retirement system funds for 
social security purposes. We support the principle of adjusting an- 
nuities to conform with the cost of living index perhaps more strongly 
than retired employees themselves, but this should be done by special 
appropriations for that purpose; certainly not at the expense of em- 
Sleeaen not yet retired. The retirement fund should not be expected 
to provide for such social needs, no more than insurance companies 
should be expected to pay increased benefits to their annuitants when 
the cost of living goes up. 
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. The third basic fault with the existing system is that it does not 
naan ide for equal contributions to the fund | by employer and employee 
alike. Conversely, and emphasizing this fs ault, are the unequal bene- 
fits under existing and proposed legislation despite the fact that all 
employees contribute the same 6 percent. If the fund will not provide 
an increased rate for computing annuities for all contributors, then it 
should not be expected to provide special higher rates for select groups. 
In only 7 years of the 35 years of existence of the civil service retire- 
ment system did the Government contribution equal or exceed the 
deductions from employees’ salaries. To date the employees have con- 
tributed to the fund approximately 11% billion more than the amount 
of Government appropriations for the purpose. It is interesting to 
note that if Government appropriations had always matched employee 
contributions, and if annuities had been computed using 214 percent, 
not 2 percent, of the average of highest 5 years’ salaries, the balance 
in the fund today would be closer to $8 billion. Soundness of the fund 

can be firmly established only if the rates of income and disbursement 
are fixed and if the principle of equal benefits for equal contribution 
is upheld. 

There has been much discussion of corollary problems but in the 
final analysis all questions resolve themselves around these three basic 
principles. Remotely related are questions on the formula for com- 
puting annuities, compulsory and optional retirement provisions, fund- 
ing methods, and so forth. 

Our association believes, first and foremost, that the Government 
should lead the way in establishing a retirement system that provides 
a higher standard of living and a better way of life for retired 
workers. This necessarily dictates complete independence from any 
social security system or problem, since social security systems are in- 
tended to provide for all of the people of the Nation, both workers 
and survivors. Therefore, all Federal employees should be included 
in and receive the benefits of the social security system the same as all 
other citizens of this country. Then the Government (in the same 
manner as the Government encourages industry to do) should have 
a staff retirement system. The employee should have the option of 
participating in the retirement system and to whatever extent he 

can afford to pay. limited only by the maximum amount the employer 
(the Government) is willing to contribute. We would then have a 
truly social security system and a sound retirement system. 

Whenever any effort is made to liberalize the retirement system the 
opponents immediately scream that the fund is bankrupt or that it 
is billions of dollars “in the red” while proponents point to the $6 
billion balanced in the fund. Both extremes are distortions of the 
facts since we all know that the fund is sound and we also know that 
disbursements from the fund during the past 30 years do not in 
any way provide any quick and easy measurement of the poteutial 
obligations against the fund for the next 30 years. Equally unreal- 
istic is the statement that the proposed liberalization will “increase 
the Government’s cost by ‘8500 million’ or ne a $500 million.” If 
this is true then it will be the first cost to the Government, since to 
date the grand total of all disbursements from the fund has been 
exceeded by the deductions from employee salaries alone. 

In our association we have tried to take a realistic approach to this 
situation by considering the annual reports of various insurance 
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companies, a thorough study of the Civil Service Commission’s annual 
reports, and a review of the report of the Committee on Retirement 
Policy for Federal Personnel, known as the Kaplan report. We 

would like to point to several very important statements in the Kaplan 
report. One is to the effect that at the present rate of contribution 
and disbursement the retirement fund would be solvent for an in- 
definite period. This includes disbursements which our association 
does not approve. Another statement regarding methods of funding 
states quite clearly that actuaries themselves are in disagreement 
as to proper methods of funding, but concludes that the normal plus 
interest method (which is the method that has always been used in 
the retirement system) is proper. 

If we tie these facts together, we can come only to one conclusion 
and that is that the present funding method is sound and that at the 
present rate of income and disbursement, the fund would go on for- 
ever. This forces the conclusion that insurance company methods 
which are based on continuity of income and disbursement rather 
than amounts in dollars is an entirely satisfactory method to apply 
to any retirement system. The annual report of almost any insurance 
company will quickly show that the total assets usually is about 25 
percent of the value of the company’s insurance in force. 

When we look at the statistics we find that the average length of 
service of a Government employee is 17 years. The opponents of 
liberalization of the system must base their conclusions on the theory 
that all employees will retire at full annuities and most likely after 
50 years of service. There is nothing to justify this position except 
that the possibility does exist, but strictly as a possibility, in the same 
manner that it would be possible for all participants in the Federal 
retirement system or all policyholders in an insurance company to 
retire at once or all die at once. On the other hand some proponents 
of liberalization would have us believe that the steadily increasing 
balance in the fund is indicative of a steady increase at the same rate 
forever, which, of course, is equally fallacious. 

As we stated in our opening remarks, the ills of the retirement sys- 
‘em will not be cured by one bill or pill. Major surgery is needed but 
the patient will have to be conditioned for the operation. In the 
meantime, a measure of relief can be administered if your committee 
finds it possible to agree with our thoughts and suggestions. 

First of all the Federal retirement “system should be a model for 
industry to follow. 

Next, it should lead the way toward a higher standard of living for 
retired employ ees. 

Next, it should provide for earlier retirement for our workers to 
give them an opportunity to enjoy the fruits of their labor. After all, 
practically all actuaries will agree that we have only a 50-50 chance of 
living to age 65. 

Next, it should recognize long and faithful service by permitting 
optional retirement at full annuity regardless of age after 30 years of 
continuous service, to encourage continuity of service and to provide 
additional stimulus in the form of earlier advancement for younger 
employees. 

vi inally, it should assure the dependent survivors of employees their 


fair share of the demised employees equity in the retirement system. 
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There are those who would have us believe that optional 30-year 
retirement at full annuity regardless of age would work a distinct and 
costly hardship on the Government, and that such retired employees 
would seek other employment to supplement their annuity. The facts 
reveal an entirely different picture : 

(a) Unless they have other sources of income, retired Government 
employees must seek other employment because they cannot maintain 
a decent living standard on their annuities, and continuation of the 
present formula for computing annuities will simply aggravate the 
situation nationwide. 

(b) After 30 years of service, employees, for the most part, will be 
60 or more years old and their chances for being gainfully employed 
elsewhere are just about zero. Since the retirement we propose would 
he optional, the employee would be better off staying on the job until 
compulsory retirement age if he had any intention of continuing to 
work. 

(c) If any employee wants to retire after 30 years of service, you 
will decrease his efficiency, morale, and consequently his value to the 
Government if you compel him to stay on the job because of an age 
limitation in the retirement formula. Contrary to what has been said 
by others, it would be a distinct advantage to the Government to en- 
courage 30-year veterans to retire in order to inject younger blood 
where it is needed and reduce the bottlenecks in the promotion scale. 

Any other analysis of the 30-year retirement question is absurd. 

Now let’s look at the fund. Let us take two representative 15-year 
periods. No. 1, 1925 to 1940, and No. 2, 1940 to 1955. 

The average annual disbursement from the fund during the second 
period (when Government employment averaged about 21% million) 
was $237,168,000, or roughly 6 times as much as the average annual 
disbursement during the first period, $38,000,000. 

On the other hand the average annual income to the fund during the 
second period was $611,621,000 or roughly 814 times as much as the 
average annual income during the first period, $71,919,000. 

Opponents of liberalization of the annuity formula will point out 
that the number of employees retired during the second period was 
only 314 times as much as the number retiring during the first period, 
and that the number of employees retiring in the future will be much 
greater proportionately because the average number of employees on 
the rolls in the second period exceeded the average number of em- 
ployees on the rolls on the first period by roughly 5 times. 

Accepting this as a reasonable assumption, we could then say that 
future disbursements from the fund would exceed disbursements dur- 
ing the first period by the same figure; that is, 5 times $38 million, or 
$190 million. 

This falls far short of the $611,621,000 average annual income dur- 
ing the second period which can be expected to increase somewhat in 
future years. 

Obviously then, by simple arithmetical calculations rather than 
vague actuarial theories we can establish clearly that the fund and 
funding method are sound. 

We, therefore, urge that your committee and the Congress approve— 

(a) the proposal to establish the 2 percent basic rate for com- 
puting annuities; 
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(4) optional retirement of employees after 30 years of con- 
tinuous service at full annuity regardless. of age ; 
(¢) adoption of the provisions of S. O875 relating to retire- 
ment for other reasons, and reduction of the rate of “penalty on 
those retiring for other reasons; and 
(d) striking from the existing and proposed legislation an) 
special benefits or provisions for : any selected groups. 

Such legislation, enacted now, would remove the inequities from 
the present sy stem and is readil y adaptable to our next proposal, 
which is that a study be made by your committee that will result in 
the enactment of legislation that will simultaneously place all Fed- 
eral employees under the social- security system and permit the em- 
ployee to participate in the civil-service retirement system, to the 
extent he is able, up to 6 percent of his salary. Concurrently, legis- 
lation should be enacted which will provide for the periodic adjust- 
ment of annuities of employees retired prior to July 1, 1956, or other 
appropriate date, commensurate with the cost-of-living index. We 

ale urge the Congress to undertake a study of hazardous occ upations 
in the Federal service, looking toward special legislation if this is the 
only means by which proper provision can be made for employees so 
occupied. 

Finally, any new legislation should become effective upon enact- 
ment. The proposal to make new legislation effective next January 
1 serves only to work a distinct hardship on those who must retire 
before that date. 

Our association is ready to assist your committee in any possible 
way. 

(The following tables were submitted for the record by Mr. 
Lample:) 

Salient facts re Federal retirement system 


| | 
| Salary dedue- | Government 


tions | appropriations 

Total, 1926-40 (15 vears) dk cetheim toil =e ete eee | $463, 922, 5 526 | $467, 293, 280 
Total, 1941-50 (10 years) . ; phe ‘ | 2,377, 080, 586 | 1, 914, 825, 680 
Total, 1951-55 (5 years) i 2, 074, 974, 805 5 | 4 014, 179, 599 
NE Cts cit hhh wire te RbbE Rae ink edk Seapheseiiiin ae 4, 915, 977, 917 | 3, 396, 298, 5ag 


Relation, “appropriations” to “deductions” 


Percent 
Sin ecncstcrvek on cues len sick ees teegeded deeoceh data-cgdeedtinan eoaamatines os Saeodatcunkoes Pip ec ecko . 100.7 
yj, ee ical eli: elas naar andes ancl adele i ehdiga leiden te aeab insect denice sibideos 80. 6 
BP IEA ibe Keak el bend ecient histateten ee Cie dalesttainsliat th biedisctbsics mh ipiniy-hhweciiahde a ee 
Growth of retirement system 
1926 1940 1950 | 1955 
Annuits ants on r¢ — ‘. | 12, 524 62, 027 155, 135 226, 180 


Millions of dollars in fund. 4.5 553.1 3, 842.2 | 6, 19%. 2 
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Increase in yearly average for the 15-year period 1941-55 over the period 1926-40, 
retirement system 
Approwimately 


(times) 
Annual employment subject to CSC retirement.__._._._.__-_______-__----. 314 
JT ie etait ella tsi i 2% 
Income of fund from— 
Salary deductions and voluntary deposits_...._....._._....-.......__ 81, 
an ssgiisbeeenieasacenvinticieannenisiohoaiinen 5% 
a guerseiabehenaemnanreiiamnannmanean 11 
er oe nen oastm iememaiunmnanagerehanaminmaemnéaninasmente 7%, 
eon tapetmiainiaiadsmnanewinusammenmanaiammanes 5% 
a A 2% 
pe Ne a IR A Se 10 


Compiled by Federal Retirement Protective Association, National Press Building, Wash- 
ington, D. C. 


Mr. Rers. Mr. Chairman, I would like to include in the hearings of 
the proceedings concerning S. 2875 a copy of a telegram I have received 
from C. M. Fitzwilliam of Wichita, Kans. Mr. Fitzwilliam is pres- 
ently postmaster of Wichita, a position he has held over a period of 
years. ‘The telegram reads as follows: 

I feel 245 percent factor should be used in retirement bill 8. 2875. Steadily 
increasing living costs make two too low. C.M. Fitzwillian, postmaster. 

The Cuairman. That completes the list of witnesses for this morn- 
ing. 

Then I have a list here of statements which have been presented 
for inclusion in the record as follows: 

Letter to the chairman of this committee from the Chairman of the 
Civil Service Commission as a supplement to the Commission’s report 
on 5. 2875. 

Statements submitted from the following: 

Mr. William S. Tyson, counselfi local No. 30, Panama Canal Pilots, 
1. O. M. M. and Pilots. 

Mr. J. E. Stark, director, United States Retirements Benefits As- 
sociation, Inc. 

Mr. James B. Cobb, president, National Alliance of Postal Em- 
ployees. 

Mr. John P. Englert, president, Charleston chapter, Naval Civilian 
Administrators Association, Charleston, S. C. 

Mr. William F. Rearden, president, United States Customs In- 
spectors’ Association, port of Boston, customhouse, Boston 8, Mass. 

Mr. Lawrence A. Revill, east Texas station, Commerce, Tex. 

Mr. Richard A. Wahl, president, Patent Office Society, Washington, 
D.C. 

Letter to Congressman Rees from Miss Grace Benton, secretary- 
treasurer, Kansas chapter, National Association of Postmasters, 
Robinson, Kans. 

Mr. Harold R. Duffie, brigadier general, United States Army, re 
tired, executive director, Reserve Officers Association of the United 
States. 


These statements will be included in the record at this point. 
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(The statements above referred to are as follows :) 


JUNE 25, 1956. 
Hon. Tom MURRAY, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Dear Mr. Murray: Testimony before your committee in the hearings on the 
bill S. 2875, and questions directed to witnesses by committee members, indicate 
the possibility of a growing misunderstanding concerning the cost estimates 
which the Commission has submitted. For this reason, I would like you to 
consider this letter as supplementary to the Commission’s report on 8S. 2875 
sent to your committee on June 15, 1956. 

Pending retirement legislation reopens the never-ending argument about the 
nature and validity of cost estimates, which quite properly are a major factor 
in the consideration of proposed amendements to the Retirement Act. 

Since 1921 the congressionally created Board of Actuaries of the civil-service 
retirement and disability fund—and the Commission during its more than 20 
years as administrator of the system—have submitted cost estimates on a 
basis which recognizes the incidence of cost not at the time of benefit disburse 
ment, but at the time of performance of service on which future benefit pay- 
ments will be based. This sound and well-established concept does two important 
things: 

1. It allocates cost to the period which the benefit is earned, rather than to 
the period in which it is paid. 

2. It offers a far better index of long-range cost than is afforded by estimates 
of actual benefit disbursements over a limited period of time. 

An understanding of this fundamental and all-important distinction between 
incurred costs and past, present, or near-future disbursement levels places 
many contradictory statements in a true perspective. We hear, for example, 
that employees have borne the full cost of the system to date because they have 
contributed more than has been paid out in benefits. This completely ignores 
the fact that present employees—not yet in a benefit status—have contributed 
the major portion of total employee payments into the fund since 1920. The 
retirement system guarantees them a minimum return of their money, regard- 
less of how or when they leave the service. 

We also hear that various liberalizations, such as those proposed in S. 2875, 
are possible at no increased cost because the present balance in the fund of 
$6.5 billion, together with future employee deductions, would meet benefit pay- 
ments for many years. This argument again ignores the obvious fact that every 
dollar of employee contributions represents at least $1 of future benefit liability, 
and so long as a beneficiary can receive in benefits more than his own money— 
which is true of the great majority of annuitants—then an increase in benefits 
must involve increased costs. 

We hear estimates on an incurred cost basis compared with immediate dis- 
bursements, and the disparity cited as proof of the unreliability of the estimates. 
For example, the Commission’s estimate of $454 million as the level added annual 
cost of S. 2875 has been compared with an estimate of $10 million as the added 
henefit payments in the first year after its enactment. The two figures are by 
no means contradictory ; the point is, they are not comparable because they repre- 
sent two entirely different things. 

We hear that actuarial cost estimates should be viewed with suspicion because 
they are approximate—they lack precision—they are crystal-ball dreams and 
stargazing into the next century. The actuary is the first to admit that his 
estimates lack the exactness of the total of a grocery bill, with the cost of 
each item readily and accurately determined by the price stamped on the 
article. The very nature of the problem makes such precision out of the 
question. 

Since actuarial estimates relates to the future, they must be based on assump- 
tions of future experience with respect to the many factors which affect cost. 
Past experience is used as a guide to the future, and as changes in past experi- 
ence are observed, assumptions are appropriately modified. 

‘he more important factors involved in retirement cost estimates are listed 
helow, together with brief comments on each item. 

1. Rate of interest earned on the fund. This rate has been 3 percent since 
1954: prior thereto it was 4 percent. A lower interest rate results in higher 
direct retirement costs. 
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2. Age and sex distribution of entrants into Government service. This is 
determined by periodic statistical studies. A lower age generally means a lower 
level cost, since there is a longer period of time over which the employee and 
the Government contribute. 

3. Rates of withdrawal from service. The actuary does not assume that all 
employees stay through to retirement. The rate of withdrawal is high in the 
early years of service, and decreases thereafter. 

4. Rates of death in service. The cost of survivor benefits is directly related 
to this item. The rates are of course higher at older ages. 

5. Rates of disability retirement. Similar to rates of death, rates of disabil- 
ity increase with age. 

6. Rates of optional retirement. Here again, the actuary does not assume that 
all employees retire when they are first eligible. These rates have an important 
effect on cost. Early retirement increases cost for two reasons; the annuity is 
paid longer and there is a shorter contributing period over which to accumulats 
its cost. 

7. Rate of salary increase. Since contributions are a percentage of salary, 
and since annuity benefits are based on the highest 5-year average salary, this 
item has an important effect. No attempt is made to predict the timing and 
amount of future general pay increases. 

8. Number and ages of children at death of employee or annuitant. Experi- 
ence under the system provides this item, and determines the cost of children’s 
benefits. 

9. Percentage of retiring employees electing reduced annuities in order to pro- 
vide survivor benefits. Under the present law, only two-thirds of eligible mar- 
ried men elect this benefit, and only 12 percent of eligible married women. S. 
2875 proposes a substantial cost by providing a survivor benefit in all cases, and 
removing the reduction on the first $2,400 of the retiring employee’s annuity. 

10. Marital status and age of spouse at employee’s death or retirement. These 
are obvious factors in determining the cost of survivor benefits. 

11. Rates of death after retirement, and rates of death and remarriage of 
spouse, following death of employee or annuitant. Since the cost of an annuity 
is determined by its amount and by the length of time it will be paid, the im- 
portance of these rates in affecting cost is apparent. 

The Commission’s cost estimates of the present Retirement Act and proposed 
amendments, including S. 2875, are based on the assumed future experience 
regarding the above listed items which was adopted by the Committee on Re- 
tirement Policy for Federal Personnel in its valuation of the civil-service retire- 
ment system. This Committee was created by Congress in 1952 and spent 
$217,800 in a thorough study of the entire Federal retirement problem. It set 
up a Council of Actuaries, composed of representatives from the Department of 
Defense, the Department of the Treasury, the Department of Health, Education, 
and Welfare, the Civil Service Commission, and the Committee staff. 

The Council of Actuaries reviewed and approved these assumptions; they 
have been adopted by the Board of Actuaries. Tables incorporating them are 
printed in part 4 of the committee’s report to Congress, and in the 34th Annual 
Report of the Board of Actuaries, which is printed as House Document No. 350, 
84th Congress, 2d session. 

In summary, actuarial cost estimates are not created out of thin air, but 
are based on specified assumptions applied to present retirement coverage and 
existing or proposed benefit provisions. Estimates on an incurred cost basis 
appear high when compared with present benefit disbursements because the 
former are related to present coverage of 2 million employees with salaries of 
nearly $9 billion, whereas the latter are related primarily to past coverage levels 
of less than 1 million employees. Past benefit payments are a guide to the 
future not in their amount, but in their trend. During the past 30 years they 
have increased as fololws: 


Benefit Benefit 
payments payments 
Fiscal year: (millions) | Fiscal year—Continued (millions ) 
j SN BR TAS TRE ea a de 2 $9 NEES ar 
Tia ee 2) Sis 18 NE hee nes oe als 266 
Se oc, al he 53 | achat aprensS csecnannaanaa 
Basil edb gins tins Lis. 67 | 


Many factors have accounted for this increase—greater coverage, higher 
salaries, and benefit liberalizations, to name the more important. With coverage 
now at a point exceeding only temporarily during World War II, with Federal 
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salaries at the highest level in history, and with present benefit provisions more 
liberal than those of the past, the trend in benefit payments must inevitably be 
upward for years to come. Actuariai cost estimates attempt to anticipate this 
situation. 

The Commission's estimate of $51 million as the added annual cost of 30-year 
optional retirement without regard to age, and with the liberalized reductions 
proposed by 8S. 2875, is an excellent example of the difference between an 
actuarial cost estimate and as immediate benefit disbursement estimate. No one 
contends that if 8S. 2875 were enacted, $51 million would be paid out the first, 
second, or fifth year under this provision. Any such conclusion ignores the fact 
that the estimate is stated as a level annual amount. It is apparent that first- 
year disbursements would start far below this figure and steadily increase as 
each year’s retirements under the provision were added to the number then 
living of those retired in prior years. 

From the previous description of the factors which go to make up an actuarial 
estimate, it is also apparent that $51 million or any other figure cannot have the 
precision of the total of a column of figures or the result of multiplying one 
number by another. If no one exercised the option to retire prior to age 60, it 
would cost nothing to write these provisions of S. 2875 into the Retirement Act. 
If every employee could and did retire upon the completion of 30 years of service, 
the cost would be far more than $51 million. The Commission most certainly 
made no such assumption in its estimate. Annual rates of optional retirement, 
varying from 4 percent to 11 percent by age and by sex, were used as a basis for 
the estimate. 

Employees whose Government service began prior to age 30, and those who 
will enter the service in the future below that age, constitute the group from 
which 30-year optional retirements below age 60 would come. In the census 
of Federal employees it compiled as of September 30, 1953, the Committee on 
Retirement Policy for Federal Personnel found the following: 


| 
| Number of employees by length of service 














Age at completion of 30 years’ service 
| Total Under 30 years and 
30 years over 
Se ca oe aed ee as ee ia ken ee il L lend { <i ; 
| | 

a aa EN ace dd | 536, 900 | 511, 920 | 24, 980 
ae sinetintichda at taaieratedate hth ide earch taeraieatad: — 545, 580 510, 020 35, 560 
| ——— | —- -—— ——-—"' —_——---- 
TephanGGl.. a. nkeskidiiin dm wiebnas cue-nne-s] 1, 082, 480 1, 021, 940 60, 540 


' 


The above table shows that there were then 24,980 employees in the service 
who had completed 30 years of service and who would have been eligible to re- 
tire below age 55 had S. 2875 then been in effect. An additional 35,560 had com- 
pleted 30 years of service and were between the ages of 55 and 59. They were 
eligible to retire under the law then in effect, but under S. 2875 would have a 
greater incentive to exercise the option because of the higher benefit it offers 
through a 2 percent computation formula, lower reduction because of retiring 
before age 60, and no reduction whatever on the first $2,400 of annuity in order 
to have survivor benefits. 

However, employees who have already completed 30 years of service are not 
the sole source of cost under a 30-year optional retirement provision, and the 
Commission’s estimate of $51 million is not limited to this group. It recognizes 
the potential embodied in the far larger group of employees who now have less 
than 30 years cf service, but who will complete 30 years before attaining age 55 
or age 60. The Retirement Policy Committee census shows 511,920 employees 
then in the service who could complete 30 years before age 55, and 510,020 others 
who could do so before age 60. In total, over 1,000,000 employees now in the sery- 
ice would be potential beneficiaries of the early retirement provisions of S. 
2875. 

Of course all of these employees will not stay in the service to complete 30 
years, and the Commission’s estimate is not based on any such assumption. The 
previously described rates of withdrawal, death, and disability are applied in 
order to estimate the number who will complete 30 years, and percentages (vary- 
ing by age and sex) of the resulting reduced group are assumed to retire each 
year. The assumption that all will retire when first eligible is not embodied 
in the Commission’s estimate. 
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While the estimate was not and could not properly be made from such simple 
arithmetic, the following examples will illustrate the magnitude of the cost of 
early retirement. An annuity which would normally commence at age 60 can 
begin at age 50 on an actuarially equivalent basis—meaning the 2 annuities have 
the same value and same cost—only if the amount payable from age 60 is re- 
duced by 50.8 percent. S. 2875 preposes a reduction of only 1644 percent. At 
age 55, the actuarial reduction is 31.5 percent; S. 2875 proposes 644 percent as 
compared with 15 percent under the present law. 

A male employee with a 5-year average salary of $5,000 who now leaves 
the Government at age 50 after 30 years of service is entitled to a deferred 
annuity of $2,250 at age 62. The value of that annuity is $15,000 at age 50. 
Under 8. 2875, he would be entitled to an immediate annuity of $2,408, which 
has a value of $38,600. The increase in cost is $23,600. 

If the age is changed to 55, other factors remaining the same, the employee is 
entitled to an immediate annuity of $1,912 under the present law, having a value 
of $27,100. S. 2875 would provide him an annuity of $2,695 worth $38,200, an 
increase of $11,100. 

The above illustrations are based on a salary of $5,000. It is the Commis- 
sion’s considered opinion that a 30-year retirement option with no age restriction 
would be particularly attractive to employees in the higher grades who could 
better their Government salaries in private employment and at the same time 
receive substantial civil service annuities, not as retirement income, but as sup- 
plements to larger salaries. In such cases the annuities and differences in cost 
would be greater than those illustrated above on a $5,000 salary. 

In summary, the Commission opposes the provisions of S. 2875 permitting op- 
tional retirement after 30 years of service regardless of age, with token reduc- 
tions, not only on the basis of cost, but primarily because it ts poor personnel 
policy for an employer to set up incentives for his experienced employees to leave 
his service at the peak of their effectiveness. The cost can be inconclusively 
argued back and forth; it cannot be proved or disproved because it depends on 
the future. But whatever its amount, it is a poor investment by the Govern- 
ment. 

I would now like to call your attention to certain statements made before your 
committee in testimony advocating the need for larger annuity benefits as pro- 
posed by S. 2875. This testimony was to the effect that “79.7 percent of all annui- 
tants on the rolls as of June 30, 1953, received annuities of less than $2,000, and 
49.9 percent received annuities of less than $1,500. The average annuity of all 
employees on the rolls on June 30, 1954 was $118 per month.” 

Had current figures been requested from us, the record would show that the 
average annuity of employees on the roll June 30, 1955, was increased to $131 per 
month under Public Law 369, effective October’ 1, 1955. After these increases, 
the distribution by annual rate of annuity was as follows: 


Employee annuitants 


June 30, 1955 

Annual rate of annuity SA poepnan yt | #543) 

Number Percent 
- _ peepee 
Under $600_ __ ‘ 38, 365 | 17.0 
$600 to $1,199 woul 17, 590 21.0 
$1,200 to $1,799 41, 071 18.2 
$1,809 to $2,399. __ fis, 504 30.3 
$2,400 to $2,909. _ 18, 522 | 8.2 
$3,000 and over. einen elec - 12, 038 5.3 
wee. it... Se 226, 180 100. 0 


This table shows that 43.8 percent of annuitants receive $1,800 or more, and 
that 38S percent receive less than $1,200. The reason for the size of the latter 
group is that the retirement system generously prevides benefits after periods of 
service as short as 5 years. Since the benefits are related in amount directly to 
the length of service of the employee, the benefits cannot be fully adequate after 
brief periods of service. Rather, the objective is to provide benefits in amounts 
which are fully adequate after a career of Federal service, and proportionately 
lesser benefits to employees who spend only part of their working careers in 
Government employment. We see no legal or moral obligation for the Govern- 
ment to provide full retirement income to the employee whose working career 
totaled 40 or 45 years but who spent only 5 or 10 years in Federal service. 
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At the present time, 27 percent of the retired employees on the roll had less 
than 15 years of Federal service. Their average annuity is $49 a month. 
Another 35 percent had between 15 and 30 years of Federal service; they receive 
an average annuity of $122 a month. In the true career group with 30 or more 
years of service, 38 percent of the total, the annuity average is $198 a month. 

However, since S. 2875 does not deal with employees previously retired, but 
would affect only future retirements, it seems to us that the record should show 
more pertinent figures. The annuities of recent additions to the retired roll 
more accurately reflect current salary and benefit provisions. On page 192 of 
the Commission’s annual report for the fiscal year ended June 30, 1955, an average 
annuity of $134 per month is shown for employees who retired that year under 
the current provisions of the act. This average includes all short-service re- 
tirements, and does not include the increase of about 10 percent under Public 
Law 369. The same table shows that the eaverage annuity (prior to the in- 
crease) of the career group retiring optionally after age 60 and 30 years of serv- 
ice was $215 per month, after reduction in 59 percent of the cases due to election 
of survivor benefits. 

In commenting on the Commission's cost estimate of $466 million as the added 
annual cost of 8. 2875 as reported by the Senate Committee on Post Office and 
Civil Service, a witness stated: “In analyzing the costs I found that when it came 
to estimating the cost of the improvements the Commission apparently used a 
payroll cost of $20 billion, but when it came to estimating the amount of revenue 
that would be secured from the increased deduction they used a payroll cost of 
$9 billion, which is the present payroll cost. When it came to costs they projected 
at a great rate, but when it came to revenue they projected not at all.” 

The Commission most emphatically refutes the allegation of such sleight of 
hand. We have been unable to find any basis for the completely erroneous con- 
clusion that the Commission used a payroll of $20 billion to project benefit costs.. 
The same level payroll, $8,952 million was used in estimates of both benefits and 
revenue. 

A witness expressed the belief that the Commission has greatly overestimated 
the cost of S. 2875. He pointed out the obvious when he said that “all of these 
eosts at the very best are estimates,’ and that “the estimated actuarial cost is 
approximate at best,” no one contends otherwise. While he did not say so in his 
testimony, the implication seems to be that since no one can predict the future 
with pinpoint precision, actuarial estimates have little or no validity because 
they involve projections into the future. 

Since the Congress, from the inception of the Retirement Act in 1920, has prv- 
vided for a Board of Actuaries, it seems evident to the Commission that the Con- 
gress desired to be informed of the future impact of retirement legislation. Un- 
less we should be directed to do otherwise by the Congress, we propose to continue 
the submission of cost estimates on an actuarial basis, although fully realizing 
that they are not nearly as palatable and popular as short-term estimates which 
disguise the true cost of liberalizations to the Retirement Act. 

In a satement before your committee, a witness made the following interesting 
observation : “I could cite many instances pointing out the fact that the actuaries 
have always overestimated costs. I mean always. I have studied their esti- 
mates from the time the civil service retirement system was first established, and 
their estimates of cost have always been much higher than the actual cost.” 

He did not explain what he means by “actual cost.” If he means past benefit 
payments, then he is comparing two completely dissimilar things, as I have 
pointed out in this letter. 

I would now like to comment on a criticism which I understand has been di- 
rected against the Commission—proposed amendment to the annuity computa- 
tion formula in 8. 2875. We suggested that years of service be multiplied by 
1% percent of the highest 5-year average salary, or by 1 percent of such salary 
plus $25, whichever produced the larger amount. S. 2875 proposes the larger 
of 144 percent or 1 percent plus $25 for the first 5 years of service, and the larger 
of 2 percent or 1 percent plus $25 for all service in excess of 5 years. The 
criticism has been made that the Commission’s proposal favors the high salaried 
employee. 

This is amazing in view of the fact that annuities for salaries of $5,000 and 
above would be computed under the straight percentage plans—1% percent 
under the Commission’s proposal, and 1% to 2 percent under S. 2875. It is true 
that for short periods of service the Commission formula would produce slightly 
larger annuities, but for service over 10 years and salaries over $3,333, S. 2875 
would produce larger annuities in every case. 
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There are 4 salary groups to be considered in a detailed comparison of the 2 
plans: 

1. $2,500 and below: Both plans produce the same annuity at all periods of 
service. 

2. $2,500 to $3,333: Annuities are the same only for 5 years of service; for all 
greater service, the S. 2875 formula results in larger annuities than the Com- 
mission proposal. 

3. $3,333 to $5,000 : Depending on length of service, one formula produces larger 
annuities than the other at varying salary ranges, as shown below: 


Salary range in which annuity 
is larger under 


Commission 
proposal 


333-85, OOO 
, 333- 3, 846 
1, 166 
Be - 4,545 
3, 333- 5, 000 


4, $5,000 and above: The Commission formula produces larger annuities than 
S. 2875 up to 10 years of service. The two plans are identical at exactly 1" 
years. At longer periods of service, S. 2875 produces larger annuities. 

Attached to this letter are 5 tables comparing annuities under the 2 plans for 
service periods of 5, 10, 15, 20 and 30 years. 

The Commission proposal did not include any change in the 1 percent plus 
$25 formula, which applies to salaries below $3,333 under its plan, because at 
that salary level the formula is already liberal. The annuity per year of service, 


as a percentage of salary, is shown in the following table: 
innuity per 
ycar of service 
as percent 
High 5-year average salary: of salary 


I have written at length on the points covered in this letter because I believe 
your committee should be fully and currently informed about them as promptly 
as possible. 

Sincerely yours, 
PHiLtie YOuNG, Chairman. 


Civit SERVICE RETIREMENT SYSTEM 


Illustrative annuities based on 5 years of service under present lai, 8. 
and proposed CSC amendment to S. 2875 





| 


Annual rate of annuity Annuity as percent of salary 


' 
Present } Csc Present csc 
law | amend- law S. 2875 amend- 
| ment | ment 





$175 | 75 | $175 
278 | 75 
275 « aid 
300 ' 306 
325 350 
350 | < 304 
375 375 438 
562 656 
750 875 


17.5 
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Sh 
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Illustrative annuities based on 10 years of service under present law, S. 2875 
and proposed CSC amendment to 8. 2875 


Annual rate of annuity Annuity as percent of salary 


Average salary 
Present csc Present Csc 
law S. 2875 amend- | law S. 2875 | amend- 


ment ment 


$1,000 $3! $350 | 
$2,500 f : 500 
$3,000 f 5AO | 
$3,500 7 : 5 612 
$4,000 | 2! 700 
$4,500 788 
os . 875 
$7,500 ; 312 .312 
10,000 ,& , 750 | 7M) 


sass 


Illustrative annuities based on 15 years of service under present law, SV. 
and proposed CSC amendment to 8S, 2875 


Annual rate of annuity Annuity.as percent of salary 
Average salary ee i 
Present csc Present csc 
law 8. 2875 amend- law | amend- 
ment ment 


$1,000 £ $524 $525 | 
$2,500 pitas Als 750 750 750 
$3,000. _ —— 825 875 825 
$3,500 . 3 ial 900 , 000 919 
$4,000 ; oda 975 , 125 , 050 
$4,500 sh 1, 050 . 250 | 181 | 
$5,000 __.. > 1,125 , 375 , 312 

1 


nn 
na 


= 


$7,500 , 688 2, O62 , 969 
$10,000 , 250 2, 750 2, 625 


en en um oke 
NWNw HNN 


| 


Illustrative annuities based on 20 years of service under present law, 8S. 2875, 
and proposed CSC amendment to 8S. 2875 


Annual rate of annuity Annuity as percent of salary 


Average salary | 
Present CSC | Present csc 
law S. 287! amend- law 5.2875 | amend 
ment | ment 


te felted 


$1,000 $700 . 0) 70. 
$2,500 , 000 } 0 40. 
$3,000 . 100 ; 2 36. 
$3,500. } , 225 34. ; 38. 6 35. 
$4,000 . | , 400 
$4,500 ’ ° , 575 
$5,000 [ , 500 | ; , 750 
$7,500___.- a : 3 | 2, 625 
$10,000 Q 3, 500 
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Illustrative annuities based on 30 years of service under present law, 8. 
and proposed CSC amendment to 8. 2875 


| 
Annual rate of annuity Annuity as pereent of salary 


Average salary | 
Present | csc | Present | CSC 
3. 287 amend- law | amend- 
ment } ment 


80.0 
60.0 
55.0 
52.5 
52.5 
52.5 
52.5 


2.5 


2.5 





STATEMENT OF WILLIAM §S. TySON, COUNSEL FOR LocAL No. 30, PANAMA CANAL 
Pirots, I. O. M. M. & Piwors on 8. 2875 


Mr. Chairman and members of the committee, my name is William S. Tyson 
and I am legal counsel for local No. 30, the Panama Canal Zone Pilots of the 
International Organization of Masters, Mates and Pilots affiliated with the 
AFL-CIO. 

As this committee is holding hearings on S. 2875 to amend the Civil Service 
Retirement Act of May 29, 1930, I would like to place before you a retirement 
problem which is of vital concern to a small group of approximately 90 American 
citizens who pilot vessels through the Panama Canal. These pilots, maritime 
employees of the Panama Canal Company, have an outstanding record for 
safely navigating all kinds of vessels through the complicated lock systems 
and narrow channels of the Panama Canal. 

The provisions of the present Civil Service Retirement Act of 1930, to which 
these employees are subject, are entirely inadequate to meet the peculiar retire- 
ment problems of this worthy group of Federal workers. Statistics show that 
very few of these pilots will be able to continue at work in their roles until 
they reach the retirement age of 62 established in the present act. I believe 
this committee will wish to know why such a condition exists. 

There are several reasons why at least 80 percent of this group of pilots never 
attain the age of 62 established in the Retirement Act without prior disablement 
or death: 

1. The average starting age for a position as a qualified Panama Canal 
pilot is 36 years. This is due to the long years of experience acquired during 
training, in service on the high seas, and as masters of ocean-going vessels all 
of which are required for these jobs. Because of the high entrance age the 
incidence of disabling illnesses before reaching age 62 increases markedly. 

2. The duties of Panama Canal pilots require that they be subjected to long 
periods of continuous and extensive glare and heat from a strong tropical sun. 
The back glare from the water exaggerates the effects of the tropical sun in 
much the same manner that a pane of ordinary glass can be used to set fire 
to a sheet of paper. Constant exposure to tropical heat, sun glare, excessive 
rainfall, dampness, humidity, and other elements of the tropics either precip- 
itate or aggravate many of the diseases to which these employees are subjected. 

It should be pointed out that skin cancer due to exposure to tropical sun 
glare is very frequent with these employees. Three of the officers of the pilots 
organization have had such cancers removed within recent months. 

3. Panama Canal pilots must navigate vessels of heavy tonnage with a 
breadth almost equivalent to the canal, including multimillion dollar aireraft 
carriers, through precarious cuts, channels, and passages for a distance of 
some 48 miles which is the length of the canal. These transits consume up 
te 20 hours oftentimes largely at night. In many weeks a pilot is able to sleep 
only every other night. Furthermore, the hazards of boarding and disembarking 
from ali type of vessels in rough waters, up and down swinging rope ladders, 
have resulted in many serious injuries. Only a few weeks ago a man was 
drowned when boarding a ship in these same waters under similar cireum- 
stances. Such long periods of dangerous passages, night work, lack of sleep, 
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and the hazards incident to boarding and disembarking from all kinds of vessels 
in high seas have contributed to the strain and tension of these jobs resulting 
in shortened years of active duty. 

4. Eminent medical authorities have commented on the hazards and debili- 
tating effects of life in the tropics. Apparently the whole oxidation process of 
persons who come from temperate zones slows up, resulting in a condition of 
chronic fatigue, headaches, and faulty elimination of toxins from the body. 
Lack of muscle tone in the tropics results in organic deterioration and con- 
quently shorter life. That these things do happen in tropical Panama is sup- 
ported by increased rates charged Americans in the Canal Zone by the insur- 
unce companies. By virtue of their outside activities the pilots are constantly 
exposed to all such tropical elements. 

5. The incidence of skin cancer, tuberculosis, nephritis, parasitic fungi, and 
other diseases of the tropics among the pilots establish the health hazards to 
which theset employees are subjected. In addition the strain, tension, and 
dangers of their duties combined with the heat, glare, and humidity explain the 
apparent short life span of these employees. According to statistics which 
have been kept since 1949, 26 pilots over 50 or 32 percent of the force have left their 
jobs for other than personal reasons during this period. Thirteen of these 26 
or 50 percent of those leaving, have retired for physical disability; 4 died; 4 
retired with reduced annuities before reaching age 62; and only 5 of the 26 
were able to reach the retirement age of 62 without physical disability. 

It is thus evident statistically that of those pilots who have left their jobs 
at age 50 or older, 80 percent have been unable to reach the retirement age 
of 62 in good health so that they could take advantage of the retirement annui- 
ties provided under the provisions of the present Civil Service Retirement Act 
of 1930, as amended. 

If the Civil Service Retirement Act is to meet the many diverse needs of Fed- 
eral employees it must take into consideration the widespread ramifications and 
problems of the variegated categories of such employees. 

A bill, H. R. 3946, introduced by Representative Shelley of California, is now 
pending before this committee which would amend section 1 (da) of the present 
act to remedy this unjust situation. This bill would in effect confer upon 
Panama Canal pilots the same benefits which are conferred upon investigative 
employees under section 1 (d) of the present act and section 6 (c) of S. 2875. 
The same benefits were conferred upon certain employees of the Bureau of Pris- 
ons and the Public Health Service by S. 65 which passed the Senate in the 
ist session of this Congress and which is now pending before this committee. 

Mr. Chairman, the Marine Director of the Panama Canal Company, in a letter 
to the Pilots Association, has previously expressed the view that legislation to 
effectuate the views expressed here would not meet objection from the company. 

This small group of maritime employees is performing with credit a particu- 
larly necessary function in this strategic tropical area and is entitled to be 
treated fairly by their Government. It is respectfully urged that section 
6 (c) of S. 2875 be amended so as to include Panama Canal pilots within its 
scope. 





STATEMENT oF J. E. Stark, Drrecror, UNitrev Stares RETIREMENT BENEFITS 
ASSOCIATION, INc., RELATIVE TO S. 2875 


The United States Retirement Benefits Association, Inc., is an organization 
initiated by employees of the Federal Government for the purpose of represent- 
ing employees and retirees in regard to matters concerning our Federal retire- 
ment system. 

Since opposition to this bill, 8S. 2875, is mainly that of cost, we ask that the 
enclosed letter of June 1, 1956, to the President, be considered as a part of this 
statement. 

It is, perhaps, timely to call attention to two facts: 

1. That if the employees had received, during retirement, the proceeds of their 
retirement payments, the retirement benefits would have been much greater; and 

2. That if the Federal Government had borne the entire cost of our retirement 
system, such cost would have been decidedly less expensive to the taxpayers of 
the United States. 

We wish to thank you and each member of the committee for the privilege of 
submitting this statement. 
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UnttTep States RETIREMENT BENEFITS ASSOCTATION, INC., 
Washington, D. C., June 1, 1956. 
THE PRESIDENT, 
The White House. 

My Dear Mr. PresiVentT: Except for the extreme importance of an erroneous 
statement, attributed to you, I certainly would not attempt to take the smallest 
portion of your time. 

In the Evening Star of May 25, 1956, I find the following in an editorial regard- 
ing the proposed enactment of S. 2875: “President Eisenhower has opposed the 
Senate plan from the outset, chiefly on the ground of its heavy cost at a time 
when efforts are being made to reduce Government spending.” 

Mr. President, not one copper penny from the United States Government is 
necessary to pay for this increase. The total amount paid by individual par- 
ticipants is sufficient to pay all retirement benefits of the past and it seems 
quite probably that there will be available a sufficient amount of individual 
receipts to more than cover the annua! cost, including the operation of S. 2875. 
However, there seems to be no good reason why some of the money appropriated 
for this purpose (more than $3 billion) should not be properly used in the event 
it is needed. 

It, therefore, appears evident that the retirees, present and future, should 
have the benefit of their contributions without the inference of charity, and I 
think it is quite unfortunate that this Federal retirement system, which is self- 
supporting, should be placed in this position. 

Mr. Kaplan has stated that the Federal employees pay more for what they 
set in retirement benefits than any other group in the United States, and the 
plight of present retirees is indicated when we observe that more than one-third 
of all retirees receive less than $1,200 per annum. 

There is no intention on my part or on the part of this organization to, in any 
way, embarrass the leader of our country, or to, in any manner, participate in 
party politics. However, we believe it is our duty to make known to you, and to 
all persons concerned, our position regarding Federal retirement benefits and the 
financing of such benefits. 

Respectfully submitted. 

JOHN Epwin SrArk, Director. 


STATEMENT OF JAMES B. Cops, PRESIDENT, NATIONAL ALLIANCE OF POSTAL 
EMPLOYEES, ON RETIREMENT OF FEDERAL EMPLOYEES 


Mr. Chairman and member of the committee, my name is James B. Cobb. 
I am president of the National Alliance of Postal Employees. Our national 
office is at 1644 11th Street NW., Washington, D.C. This organization, composed 
of employees in each classification of the field services of the Post Office Depart- 
ment, consists of approximately 20,000 members organized into 110 branches 
throughout 36 States. 

We wish to thank the members of this committee and staff officers for the op- 
portunity to express the views of the members of our organization in this state- 
ment on the pending retirement legislation. 

In the context of this retirement bill is an apparent problem that penetrates 
into the home of every worker from the lowliest to the executive—What of the 
future? How will I prepare for the later years? 

In addressing yourselves anew to this problem, vou accept a responsibility of 
fundamental social necessity and a responsibility of growing economic im- 
portance. 

But you are mindful of the efficient operation of Government as a current 
function. In addressing attention to this question and its relationship to this 
bill, S. 2875, stress must rest upon the attraction and the retention of quality 
workers to carry out the vital functions of the service. This means that the best 
interest of the taxpayers, including you and me, rest upon the kind of formula 
which you gentlement conceive and act upon to surround our jobs with the im- 
portance and the incentives conducive of tenure and pride. 

We think that the safeguards and restaints, compatible with the long-range 
function of our system of government, have been wisely written into this bill. 
The bill bargains with the new employee for his stability, in preference to yield- 
ing to more lucrative opportunities of a short-range nature, The initial invest- 
ment in training costs must be balanced with the sound prospect of fair return. 
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In our own area of operation the peak skill of distribution only follows the 
acquisition of experience and training. That is not without costs. 

A soundly conceived retirement program makes a strong contribution to a con- 
tinued flow of quality workers, acts as a deterrent to job-hopping and reduces 
the cost of turnover of personnel. 

Furthermore, the worker now functioning at his post must know that his 
future will not be handicapped by a detached and expedient approach to the 
retirement question. Your concern with his ability to adjust to the increased 
pace of operation, the mechanizing of our processes and the innovation of elec- 
tronic devices can only be buttressed by your willingness to treat with his retire- 
ment formula as a personal and human aspiration. 

These are the keen-minded and alert men who have helped bridge the years of 
increasing workloads and staggering responsibilities to a multiplying population. 
Their aid in shaping the careers of the younger employees is necessary. The 
tlexibility of these younger men and their adaptability to potential change re- 
quires the guidance of those steeped in the service traditions. To this, I add that 
the regard which attends the retirement program is an important phase of the 
impression passed on. 

In the course of these hearings, other proposed legislation has been discussed. 
Without a desire to be presumptuous or to overburden this committee with what 
may be irrelevant, I wish to add the opposition of our organization to the pro- 
posal to tie us into the social-security system. Any solution to the problem now 
under consideration by such a move would be highly improbable, would be con- 
trary to the tenure principle and would be frustrating to the career employee, who 
must, as the low man on the totem pole, bear the burden of costly and inefficient 
propositions. 

The record before you is complete with data on the merits of the retirement 
system. We are highly skeptical of the social-security programs as an attraction 
to the retirement system. It relates us to the industrial community in th: 
narrow area of fringe benefits which are continually under negotiations. We 
have no comparable mutuality of procedures by which we can achieve the goals 
of industrial workers. Furthermore, as we treat with you now in an area con- 
fined to Government workers, we maintain some hope that our observations wiil 
be taken into account. 

Under the social-security program, any committee again considering this prob- 
lem will have before it the entire covered work force and, in addition, the power- 
ful voices of the industrial managers. In such an area of activity, the strength 
of our operation would be reduced in direct proportion to the power of any re- 
sourceful opposition to more adequate annuities. 

The science of geriatrics applies strongly here. The growing impact on our 
economic and social patterns are not too remote. Populationwise, we as a nation 
are growing older. I am informed that by 1980 two-fifths of all Americans will 
be 45 or over. In 1850 only 2.5 percent of the population was 65 or over. By 
1930 5.4 percent were 65 or over. Indeed, according to the Metropolitan Life 

Insurance Co., those in the above-mentioned age bracket are beginning to out- 
number our preschool children. . 

In citing these facts, I wish to focus attention on some of the problems which 
suggest attention to S. 2875. Section 7, paragraph (d), line 25 to line 4 on the 
succeeding page should not apply as a matter of precedent. The language here 
used would be detrimental to employees who seek occupations compatible with 
their disabilities. Widespread application of this section, furthermore, would 
become a barrier to the creative rehabilitation of the older worker. 

Section 1, paragraph (d), line 24, should be qualified to include longevity 
grades as applicable to retirement computation. I recommend the optional 
choice of retirement at 30 years service with full annuity, instead of the required 
age of 65. The loss of full income would be a sufficient deterrent to widespread 
application of this provision. Section 9, paragraph (a), line 16 should be re- 
vised (75 percent) to 80 percent. Line 13 of the same section should be revised 
from 2 percent to 21% percent as applies to members of this august body. Sec- 
tion 9, paragraph (g), line 25 should be revised to lessen the 10 percent deduction 
for survivorship purpose as too severe a reduction. 

With these recommendations, I believe the adequacy of this bill becomes more 
realistic. Retirement of older workers is facilitated on the one end, and the 
attraction of younger workers is assured on the other. In support of this legis- 
lation, I urge consideration of pensions in keeping with the scope of our future. 
The quickened pace of our economic tempo makes the retention of older workers 
beyond their peak of efficiency costly. Indeed, retention beyond such peak is in 





REVISION OF THE CIVIL SERVICE RETIREMENT ACT 183 


essence a maintenance of an informal pension plan with the possibility of expos- 
ing that employee to physical harm or deterioration. For these reasons, the 
retirement plan must be attractive to both factors. I think the return on this 
investment will be a less costly production accompanied by an increased pur- 
chasing power of the annuitant. 

This, in itself, is worthy of note in that retirement incomes represent an im- 
portant part of the spending cycle. Our aging work force will demand consump- 
tion products geared to their needs. We, and I feel that you share the view, de- 
sire to be human beings of consuming power above and beyond the relief level. 
And, may I add, that political realism will dictate prudent attention to this 
growing and expanding age group. I need only to refer you to the experience of 
some of our States with advocates of various age plans. On the other hand, with 
the demands of education upon our youth requiring longer school periods and 
the rapid growth of automation production, I feel strongly that the work force 
will remain in balance and preclude any widespread advantage seeking which 
would jeopardize the soundness of the system. Therefore, our sense of social 
responsibility, compounded by realistic economic judgment, requires us to look 
meaningfully at the miracle of our growth. This applies to the present and the 
future. In so doing, we can logically project the standards by which our annui- 
tants must live. 

Mr. Chairman and members of this committee, I have attempted to impress 
you with the necessary questions arising from the needs of the service and the 
employees. In the main, they are concisely the need for sufficient inducement to 
come into the service and stay, the facilities of retirement by employees beyond 
their peak of efficiency, and the support of adequate annuity not only to the 
annuitant, but to the total economy. 

Although it is not possible to wrap up their hopes and aspirations in a neat lit- 
tle package for presentation, we can appreciate their transition to another stage 
in their lives. I commend to you our mutual desire that the richness of their 
lives will not diminish. Through testimonials and congratulatory messages on 
occasions we tell these people of our gratefulness for their contributions and 
extend to them our best wishes. Today, gentlemen, I request that these expres- 
sions be inscribed deeply into this law. 

Sirs, in addition to the foregoing, we wish with your indulgence to implement 
the general propositions expressed through an addendum statement. 

A study of the administration’s position on this vital question of retirement 
reveals a restrictive policy as regards the people here involved. Therefore, be- 
fore this committee we wish to address ourselves to that element of consid- 
eration. 

We cite to you, as representative of the thinking and conclusions which we 
oppose, the statement of Senator Carlson, of Kansas (as written in the Congres- 
sional Record of May 23, 1956, p. 7928). which follows in part: 

“T can readily understand that many of our fine employees who have served 
30 years and are experts in their fields would be encouraged to leave to obtain 
added salary outside the Government service. But when they do so, I do not 
think they should be allowed to draw retirement pay, even though they have 
served 30 years and would be far below the age of 60. I think we would be 
setting a precedent which should not be established.” 

The emphasis placed upon the cost of improvements in the system are not 
equated with empirical economic data or a vivid realization of human values. 
While it is a rational approach to discern the future ability of Government to 
carry its responsibility, we maintain the equal obligatory requirement that the 
welfare of retiring postal and other Federal workers be given proper weight. 

Optional retirement after 30 years cannot be construed only as an invitation 
to step out of productive employment and become an additional burden to the 
taxpayer. It also serves as an opportunity to explore other means of individual 
enrichment and individual contribution to our economic life. On the one hand, 
the Department of Labor and other authoritative groups strongly advocate ac- 
tivity for retired persons as personally helpful and socially important. The 
thinking evidenced here refutes that argument. 

It further points to amounts of benefits to the average employee as too much 
for the Government to undertake. Meanwhile, no comment can be found as to 
when the allegedly staggering amount of $466 million will be arrived at. Sena- 
tor Neuberger poses the probability of 40 years, if then, for the occurrence 
of that figure. The record does not indicate a rebuttal to his point. 

In the meantime, during the 1960's, approximately 9 million workers will enter 
the labor force. At the same time, serious inroads will be made by laborsaving 
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devices. Doubtlessly, the impact on our governmental operations by both of 
these incidents will be terrific. 

Simultaneously, we submit that the expansion of the national economy is 
expected and required. 

How, then, does the restrictive philosophy of “let’s not yield too much” apply 
itself under the social dislocation of automation? Is it proposed that because of 
this “elusive” dollar burden this retiring group must forever sever their ambi- 
tions and aspirations from the mainstream of dynamic growth of our society 
economically and culturally? 

With the growing intellectual capacity of those whom this measure will 
affect, is it presumed that dropping them into the low-income group, say $2,000 
or under, will be without reaction? 

Today, 40 percent of our 57 million families fall into this category. Yet, there 
are those who would by law add us to that group. 

In a recent survey of corporations, a typical executive, aside from his salary, 
has an expense account covering travel, entertainment, new car yearly, and 
a vacation haven. In addition, he has a retirement program guaranteeing him 
$21,000 per year with steadily increasing benefits, plus a contract retaining him 
as a consultant at $14,000 per year, plus an option to buy company stock at a 
specified price. That is supplemented by insurance pledging a lifetime income 
for his widow. 

It is not our purpose to liken our status or demands to the terms of corpora- 
tion executives. We do, however, liken our aspirations and hopes to those of the 
executive or any other American. To some degree we desire to fall within a 
recognizable proximity of the living standards currently prevailing at the time 
of retirement. 

There are authoritative supports for such reasoning in the recognition of the 
President, the Council of Economic Advisers, and private sources which un- 
equivocably resolve that consumption power is not only desirable but necessary. 
Retirement income, along with social insurance and farm parity payments, acts 
as a stabilizer in our economy. 

Therefore, our affirmation of this measure comprehends not only the desir- 
ability of retaining a competent work force, but, also, the additional impetus 
to the individual employee to make a further contribution to society, to add to 
our economic progress by his initiative and to enrich his community life. 

We ask you not to be short circuited by the immediate fear of a distant cost 
burden without giving due consideration to the questions of longer schooling 
periods for children and the demand of the Nation for such training and the 
points we have raised. 

Under the terms of the average employees, present earnings and accumulation 
of assets along with meeting the demands of current living standards is diffi- 
cult. But, in an era of enterprise and initiative, we find the opposition argu- 
ments stultifying and retarding. 

In turn, we are strongly opposed to discriminatory patterns for retired per- 
sonnel being encouched in the text of the bill. In our view, emphasis on the 
cost being too much, without concern over the living standards under which 
these benefits must apply, makes a sharp distinction between the inner drives 
of the executive and those of the enterprising employee. 





NAVAL CIVILIAN ADMINISTRATORS ASSOCIATION, 
Charleston, 8. C., June 5, 1956. 
Hon. Tom Murray, 
Chairman, Civil Service Committee of the House, 
House Office Building, Washington, D.C. 

My Dear Mr. CHAIRMAN: Our organization, the Naval Civilian Administrators 
Association, is a group which represents top level civilian employees who are paid 
under the Classification Act. The members of this organization, as well as other 
civilian employees of the Charleston Naval Shipyard, would benefit by the pas- 
sage of Senate bill 8. 2875. 

This bill was reviewed thoroughly by our organization and we find that it pro- 
vides for better retirement benefits; permits optional retirement after 30 years 
regardless of age: increases survivorship benefits: removes numerous inequities 
that exist: and other favorable considerations. 
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We would like to go on record as having considered this bill favorably and 
recommend its passage. 
Sincerely yours, 
JOHN P. ENGLERT, 
President, Charleston Chapter. 


Unitrep States Customs INSPECTORS’ ASSOCIATION, 
Boston 9, Mass., June 14, 1956. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
Washington, D. C. 


Dear CONGRESSMAN Murray: The officers and members of this association wish 
to record themselves in favor of passage of 8. 2875, the Johnston retirement bill 
as passed ‘by the Senate which is scheduled for hearings before your committee 
on June 19. 

Respectfully, 
Witt1aM F’.. Rearpon, President. 


Bast Texas STATION, 
Jommerce, Teax., June 9, 1956. 
Hon. Tom Murray, 
Seventh District, Tennessee, 
Chairman, Post Office and Civil Service Committee, 
House Office Building, Washington 25, D.C. 


Dear Sir: Myself and my friends have become interested in the Olin D. John- 
ston bill, S. 2875, recently acted on affirmatively by the Senate and now await- 
ing action by the House of Representatives. 

As patrons of postal services we are very strongly in favor of this bill receiving 
positive enactment by the House of Representatives in its present form. 

We feel that it will enhance effective postal service by bringing younger, more 
vigorous personnel into the Department and benefit our national defense en- 
deavors in the same manner. 

We also feel that the increased governmental expenditure, if any, will be 
negligible compared to the material gains stated in the aforementioned reasons 
and in that this bill would constitute attraction for more efficient and qualified 
personnel in the postal service. 

As you are chairman of the committee concerned with this bill we believe it 
congruous with recognized procedure for us to petition your thoughtful considera- 
tion in this connection. 

Below my signature of this letter you will find the signatures of some of the 
people of this community who, as patrons of postal services, wish to support the 
contents of this letter. 

We furthermore would like for this petition to be published in the collected 
hearings on the Olin D. Johnston bill, 8S. 2875. 

Thanking you in advance, and with all good wishes in this connection, I remain 

Yours very truly, 
LAWRENCE A. REvIIL, 
(and 125 others). 


PATENT OFFICE SOCIETY, 
Washington, D. C., June 15, 1956 
Hon. Hon. Tom Murray, 
Chairman, Post Office and Civil Service Committee, 
United States House of Representatives. 

Dear Mr. Murray: The Patent Office Society, composed of professional em- 
ployees of the United States Patent Office, strongly urges the passage, in sub- 
stantially the form now incorporated in Senate-passed bill S. 2875, of revision 
of the United States Civil Service Retirement Act. 

The United States civil-service system has been seriously lagging behind other 
public and private agencies in retirement and disability benefits afforded 
employees. 

Most of the members of the Patent Office Society and employees of the Patent 
Office are scientifically and technically trained in the hard-to-recruit and hard- 
to-hold categories. A large part of the attraction in luring professional em- 
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ployees from the Patent Office has been in the fringe benefits offered by private 
corporations of which some of the most attractive features are the substantially 
greater retirement and disability benefits, usually requiring lower employee 
contributions. These company-sponsored retirement benefits often are greater 
in themselves than civil-service retirement benefits, independent of additional 
social-security benefits earned by the employee. 

Passage of the proposed retirement legislation would bring the United States 
civil-service retirement benefits more in line with although not equaling such 
private systems as those of the Radio Corporation of America and Bell Tele- 
phone Laboratories, which employ many professional people doing work similar 
to that performed by the professional employees of the Patent Office. 

Passage of the proposed retirement legislation would retain in many instances 
for the Government the services of highly trained patent examiners, some with 
a good deal of experience in specialties in which there are now critical shortages 
of qualified personnel. 

Finally, inflation and the upgrading of salaries, fringe benefits and working 
conditions in private employment and in many jurisdictions of public employment 
have turned a former advantage for United States Government employees in 
retirement and disability benefits as compared with their counterparts in these 
other employments into a decided disadvantage. It appears only just and 
equitable, and to foster good personnel relationships as well as to reduce turn- 
over, that the pending retirement legislation be passed to at least partially 
redress the balance. 

Representatives of the society will be glad to appear at public hearings or to 
answer any questions that the committee may have. 

Respectfully, 
RicHAaRp A, WAHL, President. 





“NATIONAL ASSOCIATION OF POSTMASTERS, 
OF THE UNITED STATES, 
Kansas CHAPTER NO. 13, 
Robinson, Kans., June 22, 1956. 
Hon. EpwArp H. Regs, 
Member of Congress, 
House Office Building, Washington, D. C. 

Dear Mr. Rees: Thank you for saying that I might submit a statement of the 
views of the Kansas Chapter of the National Association of Postmasters with 
respect to S. 2875. We hope that this statement will be included in the record. 

As secretary-treasurer for the Kansas Chapter of the National Association 
of Postmasters, I speak for 95 percent of the postmasters in the State of Kansas 
who are members of this organization. 

We are pleased that the Senate has acted favorably on 8. 2875; however, 
after passage of the bill by the Senate, an alarming discrepancy has been 
brought to our attention. Under the bill as written, the fourth-class postmasters 
whose salary is $2,500 or less per annum would be required to pay an additional 
1 percent in retirement contributions, yet they would receive no increase in 
their retirement annuities. We are definitely not favorable to any bill which 
would discriminate against the postmasters of fourth-class offices. 

The Kansas chapter, therefore, respectfully requests the House Post Office 
and Civil Service Committee to correct this inequity by providing an equitable 
increase in annuities to postmasters in the smaller offices comparable to the 
benefits provided other postal employees under the bill. 

Respectfully yours, 
Grace N, BENTON, 
Secretary-Treasurer, Kansas Chapter. 





RESERVE OFFICERS ASSOCIATION OF THE UNITED States INC., 
Washington, D. C., June 28, 1956. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
The House of Representatives, Washington, D.C. 

My Dear Mr, Murray: The Reserve Officers Association, of which I am the 
executive director, represents some 67,000 Reserve officers of all services. We 
have observed with interest the passage by the Senate of 8. 2875, a bill to 
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amend the Civil Service Retirement Act, and the various comments that have 
been’ made thereon. We have also had the opportunity of reading the comments’ 
of the Civil Service Commission submitted to your committee under date of 
June 15, 1956. 

We are deeply concerned by the comments of the Commission on that portion 
of the bill dealing with creditable military service, and, to a lesser degree, 
their comments on the definition of “basic salary.” 

In commenting on the section dealing with creditable service, the Commission 
recommended certain language and a position which, if adopted, would adversely 
affect not only certain individuals presently under the civil service retirement 
plan, but more importantly it would take away from Federal employees the 
only strong inducement to remain active in the Reserve, which the Congress 
gave to them under title III, Public Law 810 (80th Cong.). 

It is noted that the Commission based its arguments on two points: (1) The 
Senate language which extends the exclusions in the present law to those retired 
as a result of a “service-connected disability” and (2) the Commission now 
believes that no double credit should be allowed for military service of any type. 

The association makes no comment on the liberalization made by the Senate 
by including all “service disability” retirees. This is a matter which is left 
with confidence in the hands of Congress without further discussion. The 
association does, however, strongly object to the elimination of the present 
exclusion which covers (1) those persons who might earn civil-service retire 
ment after having been retired as a result of wounds received in combat or 
the result of an explosion of an instrumentality of war, and (2) those retired 
under title III, Public Law 810 (80th Cong.). It should be borne in mind 
that under the first group are persons who entered military service either as 
reservists or through other means, and while on active duty received the injuries 
which became the basis of their retirement. Had such individuals not been 
retired from the military as a result of their injuries their entire military 
service would have. been creditable under the civil-service retirement system. 
Had they been injured so badly that they could not have returned to their 
civilian duties they would have been credited with their military service and 
retired for physical reasons under the civil-service system. The language sug- 
gested by the Commission rules out those individuals who return to their former 
positions or who subsequently come on the rolls as*new employees. This is a 
drastic change in law and principle. However, it is noted that the Commission 
apparently recognizes that the Congress would never take away this particular 
right, and therefore have suggested certain alternative language which would 
continue the present laws and rights. However, the alternative language 
suggested by the Commission excludes the title III, Public Law 810 retirees and 
thereby creates another problem which is equally serious. The 80th Congress, 
after careful hearings, decided to recognize that individuals in all walks of 
life earned a small return from the Federal Government by devoting themselves 
for extended periods to Reserve military activities, for by so doing they were 
trained and were immediately available upon call. In the desire to build a larger 
and better trained Reserve the Congress, and the executive branch of the 
Government, supported this retirement based on Reserve service but established 
it in proportion to the amount of time that an individual devoted to the Re- 
serve over and beyond his earning a living. To repeat, this covered both Fed- 
eral employees and those in private industry. 

It would appear that the Commission has completely changed this concept. 
In the body of their letter, on page 6, they do make reference to the fact that 
if the Congress does not want to go along with their suggested restrictive 
language that they feel that ‘‘no further liberalization should be incorporated 
and urges that current law provisions be reenacted.” Public Law 810 presently 
is clear on the point that civil-service retirement may be earned concurrently 
with title III of Public Law 810 retirement. However, the Commission did not 
recommend this specific exclusion as contained in the Senate bill for those so 
retired. If they are sincere in their position as quoted above the Commission 
should have no objection to the language on this point which appears in lines 
12 and 13, page 8 of S. 2875. If this were included along with this alternative 
language in the middle of page 6 of the Commission’s report to your committee, 
the association believes that their objections would be substantially removed. 

It is also noted that the Commission recommends that the definition “basic 
salary” be amended by deleting the forward action of the language contained 
therein and makes it retroactive. The real import of this particular recom- 
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mendation is not clear, but taken in conjunction with their most restrictive 
approach to the definitions of creditable service, it is suggested that the com- 
mittee examine fully the intent of their suggested change. 

We are sure that we do not need to point out to you and your committee 
that it is most important that Federal employees should not be considered as 
persons immune from military service or participation in Reserve activities. 
It is equally clear that Federal employees who do participate in Reserve activ- 
ities should be given the same privileges and benefits as those in private indus- 
try. We question sharply whether or not the Commission has weighed the 
adverse effect of their proposed exclusion of title III retirees on the Reserve 
program as a whole. We will be greatly surprised if the decision to change the 
prior official position of the Commission and the executive branch on this point 
has been examined in the light of these factors. Furthermore, we do not believe 
that the Congress ever will restrict an individual who was retired from military 
service due to wounds received in combat or an explosion of an instrumentality 
of war from being given credit toward his civil-service retirement. 

Normally the Department of Defense requests the advice of our association 
and the National Guard Association on problems which affect military personnel, 
either Regular or Reserve. We have always endeavored to be constructive and 
helpful in our suggestions. In this case where such an adverse effect would 
take place, we have had no knowledge of the Civil Service Commission’s recom- 
mendations to your committee until inquiry from your staff made us aware 
of the situation. 

We are taking the liberty of calling this matter to your attention by letter 
rather than asking to be heard because of the tinie factors which are so pressing 
on you in the consideration of this legislation. 

We earnestly urge that the present rights and laws on these points be clearly 
and specifically reenacted in the bill when it is reported. 

Respectfully yours, 
Harotp R. DUuFFIE, 
Brigadier General, Army of the United States (Retired), 
Evecutive Director. 


(The hearing on S. 2875 was thereupon adjourned until Tuesday, 
July 3, 1956, at 10 a. m.) 
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TUESDAY, JULY 3, 1956 


House or REPRESENTATIVES, 
ComMiITTEE ON Post Orrice AND Crviz SERVICE, 
Washington, D. C. 


The committee met at 10 a. m., Hon. Tom Murray (chairman) 
presiding. 

The Cuamman. The committee will be in order. Hearings will be 
resumed on retirement legislation. 

This morning we have Mr. H. Eliot Kaplan, attorney at law, New 
York City, who is the former Chairman of the Committee on Retire- 
ment Policy for Federal Personnel, as the first witness. 

Under Public Law 555, 82d Congress, approved on July 16, 1952, 
this Committee of which Mr. Kaplan was Chairman was set up. 
Section 2 of that act provides: 


(a) There is hereby created a body to be known as the Committee on Retire- 
ment Policy for Federal Personnel, which shall be composed of a Chairman 
appointed by the President and, ex-officio, the Secretary of the Treasury, the 
Secretary of Defense, the Chairman of the Board of Governors of the Federal 
Reserve System, the Director of the Bureau of the Budget, and the Chairman of 
the Civil Service Commission. 

(b) The Committee shall make a comparative study of all retirement systems 
for all Federal personnel and report to the Congress not later than December 
31, 1953. Its report, including findings and recommendations, shall include the 
following: 

(1) The types and amounts of retirement and other related benefits provided 
to Federal personnel, including their role in the compensation system as a whole; 

(2) The necessity for special benefit provisions for selected employee groups, 
including overseas personnel and employees in hazardous occupations; 

(3) The relationships of these retirement systems to one another, to the Federal 
employees’ compensation system, and to such general systems as old-age and 
survivors insurance; and 

(4) The current financial status of the several systems, the most desirable 
methods of cost determination and funding, the division of costs between the 
Government and the members of the systems, and the policies that should be 
followed in meeting the Government’s portion of the cost of the various systems. 


The Committee made its study and on June 29, 1954, submitted its 
report entitled “Retirement Policy for Federal Personnel.” 

Mr. Kaplan, if you will take the witness chair we will be glad to hear 
from you in general about your report and about the recommendations 
that the Committee of which you were Chairman made to the Congress, 
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STATEMENT OF H. ELIOT KAPLAN, ATTORNEY AT LAW, NEW YORK 
CITY, FORMER CHAIRMAN OF THE COMMITTEE ON RETIREMENT 
POLICY FOR FEDERAL PERSONNEL 


Mr. Kaptan. Thank you, Mr. Chairman. 

I will try to outline very briefly what we viewed as our responsibility 
under the act of Congress, and what we tried to do and what our ob- 
jective was. 

We were directed to make a study of the Federal pension plans 
generally, and we did that, both military and civil. We were also 
directed to review the potentiality of coordinating social securit 
benefits and benefits of the retirement system, if it was feasible, practi- 
cable, and desirable to do so. 

We were also asked to make a study of the methods of financing the 
retirement system and determining the amount of unfunded accrued 
liability under the various retirement plans, 

We did not consider it our duty to provide a new retirement sys- 
tem for the Federal Government, nor did we view it as our responsibi- 
lity to determine precisely what were the benefits to be accorded to 
the employees in the Federal service. We felt the Federal Govern- 
ment had had, up to the time of our study, on the whole a rather 
generous retirement system as public retirement systems go. And, 
as some of you on the Committee may recall, most of my life was spent 
in studying the pension systems of the Federal Government and 
States and municipalities, and I was executive director of the National 
Civil Service League for many years. 

We did review, “and in some respects where benefits were so utterly 
inadequate as to warrant the Committee taking a look in that direction, 
we felt that we should make some recommendation where it fell far 
short of a reasonable pension benefit. An example of that was the 
disability retirement features of the Federal retirement law where, 
in comparison with most of the public retirement systems which pro- 
vided disability retirement benefits, we felt the Federal retirement 
system was patently inadequate. There we made a specific recom- 
mendation for liberalizing the disability retirement benefits. 

We made a study of what was happening in the Federal civil service 
with respect to those that came into the service. We reviewed the 
history of the hundreds of thousands of those in the service as to 
mobility from without the Federal service to the Federal service, and 
from the Federal service back to industry or other areas. 

We found that the turnover, as you all know, in the Federal service 
has been quite high, not unusual as public services go, but by and 
large considerably more extensive in the Federal service than we found 
in most State and municipal services, 

I might add that since we made this study in the Federal service, I 
have had the honor and privilege of making a similar study for the 
New York State Commission on Pensions which had been directed by 
the State legislature to make a study of the extension of social security 
to employees of the State of New York and municipalities and local 
jurisdictions, and also to bring in a proposed plan for extending social 
security to the employees of New York. As some of you know, the 
New York State retirement system, next to the Federal retirement 
system, is the largest public retirement system in the country. 
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In approaching the problem of the desirability of extending social 
security to the public employees, we found many who came into the 
public service never remained long enough to obtain retirement. bene- 
fits. It is a surprising fact—and I have found that not only in the 
Federal service but in State and municipal services—that although 
we talk so much about a “career” service in government when we talk 
about the civil service, one wonders w hether the career service is all 
that it is cracked up to be. 

We found, for example, that not more than 40 or 45 percent, as the 
high figure, remain in New York State after the first 10 years of 
service—and I think the story is pretty much the same in the Federal 
service—that about 70 percent leave the service. I think that is prob- 
ably true in the Federal service as I recall our study, and it certainly 
is the average in most of the public services. So that you have a situa- 
tion in most of the public pension systems where the employee leaves 
the service and may receive neither retirement nor social security un- 
less he goes in private business and starts all over again. 

We found that so many were leaving private industry to come into 
the Federal service, leaving other public jurisdictions to come into 
the Federal service, leaving the Federal service to go into an area 
where they were not cover ed by social security, that the effect in many 
cases was if they had built up social security in private employment 
and had come into the Federal service, their social-security benefits in 

many cases might be lost to them or severely diluted by their failure 
to have complete coverage during their whole work careers. 

We found many in the Federal service already had social-sec urity 
coverage, either by virtue of military service or private industry or 
having had social- security credits developed because of part-time 
work outside of their public positions, a situation which is not unusual. 

We therefore found it desirable, if not essential, that there be at 
least universal coverage for everyone who comes into the service or 
leaves the service so that no matter what happens to the individual 
he will always have social-security coverage as a minimal pension 
benefit; that whatever other person benefit he may have was all to the 
good. But there are hundreds of thousands who have no benefits, or 
lose benefits by leaving the service. 

Our plan at least contemplated that there could be no loss to any- 
one no matter what the mobility was from public service to private 
service back and forth, that at least the person could expect his social- 
security coverage and he could never become in a sense a public 
charge. That was desirable from the point of view of the employee, 
obv iously ; it is an essential coverage. 

We were conscious of the fact that the Government required—and 
I am using the word “required” advisedly—all others to be covered 
in social security in private employment even though many of them 
might never benefit from social-security coverage. 

There seems to be a popular illusion that everyone gains from social 
security. As we know, those who contribute to social-security funds 
and never reach the age of 65 and die and leave no dependents get 
no benefit from social-sec urity funds. Yet we require everyone in 
private industry to contribute to social-security funds, but in the 
public service we do not ask them to make the same contribution to 
society, if you will, as we do everyone in private industry. 
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After all, social security is a common pool like a protective insurance 
plan, whereby we all contribute for each other’s benefit should any of 
us need it, and even though some of us never recover, as many of us 
never do on insurance premiums on fire and other casualties, yet those 
who need it and have contributed have the privilege of drawing the 
benefits with dignity, not as relief. 

For that reason also we felt that the public employees should con- 
tribute and participate not only for their own benefit but as a social 
obligation to society itself. It is only fair that all be treated the same. 

We studied many of the private pension plans and some public 
pension plans. In the public pension plans, the amendment of 1950 
allowed only those not members of a retirement system to be covered 
by social security. Under the amendment of 1954 that has been ex- 
tended to those in a retirement system, and the States are now strug- 
gling with that problem, including the State of New York. 

We found in many of the private companies, where of course the 
employees are mandatorily under social-security coverage, that the 
private pension plans often came into existence long after the public 
pension plans—it was not until after the social-security law became 
effective that most of the private companies took an interest in the 
private pension plans and supplementing social security, and of course 
the labor organizations had much to do with giving impetus to it. 
Bear in mind pension plans existed in private industry long before 
social security came into the picture, but where private industry de- 
veloped their own pension plans after the social-security law became 
effective, they naturally had in mind that the social-security benefits 
were available to their own employees, and they patterned their own 
pension plans taking into account that the employees would not only 
get benefits from the company’s pension plan but from social security, 
too, and in many cases coordinated the benefits of the two. 

I think I am not far from the fact in saying that the complementing 
of social-security benefits and private pension benefits in private in- 
dustry, so far as retirement benefits to the retiree are concerned, does 
not give them much more than they get from most of the public pen- 
sion plans. 

There are private pension plans that provide social security on top 
of a liberal pension plan. They are relatively few and are found 
among the wealthier and better established companies that have had 
pension plans for a long, long time. But the newer private pension 
plans do take definitely into account the structure under social security 
in determining the measure of benefits paid under the company system. 
That is particularly true with respect to the provision for minimum 
benefits for retirees of the companies, largely because the companies 
have not taken into account the past service benefits of their employees 
and use social security to take up the lag. 

Those were the reasons that prompted our committee to recommend 
the extension of social-security coverage to the Federal services. 

How to do it was, of course, a problem. We spent considerable 
months, as Mr. Rees recalls and as Chairman Murray recalls, 
struggling with the problem how best to coordinate social security with 
the benefits of the pension systems. Some have said that we were 
driven to the use of legerdemain, as was Houdini, in coming up with 
some of the coordinated plans we have suggested. 
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We developed a plan of coordination of military retirement benefits 
and social security, and I understand that is now before the Congress, 
having been passed by one body. 

In the second plan we developed we deliberately confined our- 
selves to the civil-service-retirement system because it is the largest 
of the Federal retirement systems. It lent itself more to our needs 
in having to coordinate a plan, realizing if we could work out a plan 
for the civil-service-retirement system alone, other plans of the Fed- 
eral Government could be adapted to a basic pattern, and if they chose 
to extend it to other, plans they could do so quite readily. 

We realize that when you ask what are proper benefits in any pen- 
sion plan it is like asking how high is up. A legislature could be as 
generous as it chooses in developing a pension plan, and as one who 
had been perhaps one of the earliest advocates of public pension 
plans—although realizing pension plans existed as far back as the 
Civil War for firemen and teachers and veterans—I naturally favored 
improvement. The overall plan came about in 1920 when the Federal 
law came into effect concurrently with the New York State; other pub- 
lic pension plans followed. Not all of these pension plans are 
identical as to benefits. They vary all over the country, depending on 
many things, such as the fiscal capacity of the public agencies to meet 
the obligations, the generosity of the politicians in the legislature— 
thank God we have them—and, third, the employee organizations, and 
for that I make no apology because I have represented many of them 
and have had on occasion to be with them, “agin” them, and in be- 
tween them. 

We who formulated this report on social security coordination 
believed that we had done what the Congress expected of us, to find 
as reasonable and as practicable a plan of providing increased income 
after age 65, no interference with pension plans that existed, better 
survivorship benefits than in the presently existing civil service plan, 
and at as reasonable cost to the Government, meaning the taxpayer, as 
could be expected. You cannot give away something for nothing. 
If you give additional benefits it costs money. It makes no difference 
if you give the benefits under the social security program or under the 
retirement plan. Somebody has to pay for them. 

And I think I can speak for the members of my Committee when 
I say we look with justifiable pride, and with due humility, on our 
report presented to the Congress. 

Sure, we could have made recommendations for liberalization of the 
a plan that would have cost considerable money. That would 

1ave been very simple. You will find in our report no recommendation 
that in the slightest way reduces any benefits to those in the retirement 
system. 

Our plan did contemplate and does contemplate an increase in the 
benefits after age 65 with coordination of social security. Our plan 
also provides a greater survivorship benefit for widows but also 
coupled with the survivorship benefits the Social Security Act accords 
to widows and children. 

The Cuarrman. Give us an example of how the plan of your Com- 
mittee would work. 

Mr. Kaptan. To start with, any person who is a member of the re- 
tirement system so far as he was concerned would not be aware of 
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social security being in the picture unless one of two things happened: 
He reached age 65, at which time his total income because of the plan 
of coordination of social security with the retirement benefit would be 
increased by approximately 8 percent. The other time it would come 
into play is if he died before retirement and left dependents, in which 
case the survivorship benefits not only of the retirement system for the 
widow, but the benefits of the social security survivorship, would come 
into play and be accorded to the dependents. They would get more 
nevertheless. 

For example, the widow with children would not only under the 
plan of our Committee receive the annuity benefits to the surviving 
widow, but would get the surviving benefits from the social security 
fund as well, not as a substitute but in addition. 

The Cuarrman. What about the cost to the employee? 

Mr. Karuan. This is one of the interesting things—how you are 
going to be able to give these increased retirement benefits, greater sur- 
vivorship benefits, and not cost the Federal Government in the earlier 
years any more money, in fact save money and reduce the contribution 
of the employee on the first $4,200. We recommend a reduction of the 
contribution to 514 percent on the first $4,200 instead of 6 percent, with 
2 percent being contributed to the social security fund only on the 
amount up to $4,200, with the continuing 6 percent on the amount 
beyond $4,200. 

The Cuarrman. Six percent would be the maximum ? 

Mr. Karian. We did not attempt to increase the contribution of 
the employee, the 6 percent contribution required for current mem- 
bers was to be continued except that we would reduce the contribution 
on $4,200 from 6 percent to 514 percent with 314 percent remaining in 
the retirement fund and 2 percent initially going to the social-security 
fund to provide for social-security coverage. It did not cost the em- 
ployee anything. He saved a little. At the same time it did not cost 
the Federal Government, more, but cost it less than the current cost 
of the retirement plan. 

The Cyairman. Are you here as an actuarial expert? 

Mr. Karnan. No. I am a lawyer and expert accountant, not an 
actuary. I have, however, a smattering understanding. 

The Cuamman. Congress, under Public Law 555 of the 82d Con- 
gress, directed your Committee under subsection (b) 4 of section 2 to 
ascertain the current financial status of the several systems, the most 
desirable method of cost determination and funding, division of cost 
between Government and members of the system, and the policies that 
should be followed in meeting the Government’s portion of the costs 
of the various systems. 

Did your Committee have any top actuarial experts to examine 
the actuarial soundness of the present civil-service retirement fund ? 

Mr. Kaptan. One of the first things I did as Chairman of the Com- 
mittee was appoint a council of Government actuaries on which the 
Chief Actuary of the Social Security Administration was a member, 
as well as the actuary of the United States Civil Service Commission, 
the actuary of the Treasury Department, the actuary of the Defense 
Department and an outside consulting actuary who had been a Govern- 
ment actuary as our consultant on actuarial determinations. 

The CHamman. Where is their actuarial report? What page of 
your report? 
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Mr. Kapuan. That is in the report document, part 4 of our report, 
which was presented along with the other. You see, our Committee 
made five reports. The actuarial study, financing of the pension fund, 
is contained in part 4 of Senate Document 89 of the 83d Con- 
gress, second session. In there you will find not only the Com- 
mittee’s own comments and recommendations with respect to the 
financing of the various pension funds but you will also find a report 
by the Chief Actuary of the Social Security Administration, who was 
hired by us to make a study of the actuarial determinations of all the 
pension funds in the Federal Government for our guidance. 

We found, for example, this is a revealing thing, some of you may 
recall, when the issue arose before the Congress in July 1952 as to 
just what were the unfunded obligations of the various pension funds 
in the Federal Government, that estimates ranged from as little as 
$10 billion to an amount exceeding the national debt. We found in 
our study that the actual unfunded accrued liabilities of all the Fed- 
eral pension plans, including the military, amounted to $32 billion. 

Mr. Rees. Thirty-two billion? 

Mr. Karan. The unfunded accrued obligations of all the pension 
plans of the Federal Government including the military, I repeat, 
amounted to $32 billion, of which the military alone was about $18 bil- 
lion. We found unfunded accrued liability of the civil service retire- 
ment fund to be upward of $10 billion. 

We then studied the problem of how we were going to finance all 
these plans. Our report No. 4 was devoted to that. With respect to 
the military, of course, we saw no sound reason for having to fund 
that plan on other than the present pay-as-you-go plan. 

Mr. Davis. You said the liability under the civil service retirement 
plan is approximately $10 billion. Would you mean by that, then, 
that the fund is approximately $4 billion short now ? 

Mr. Kaptan. It all depends on what you mean by short. If you 
mean that if you actually had to liquidate that fund and pay all the 
obligations that accrued up to a certain time when the valuation was 

made, you would need to have another $4.5 billion to do so, the answer 
would be “Yes.” 

Mr. Davis. Would you mean by that, then, that to have the fund 
actuarially sound it requires the putting in of $4 billion more or not? 

Mr. Kapitan. When you talk about actuarially sound, that is a vari- 
able term. I am not an actuary, as I explained, but I think I have 
some smattering understanding. I made some recommendations with 
respect to financing retirement funds, both private and public. So 
when you ask me “is it actuarially sound,” it all depends on what you 
mean by actuarially sound. 

Mr. Davis. Taking your understanding of the term. 

Mr. Kaptan. If you mean a fully funded plan in the sense that 
every dollar that you need to meet the unfunded accrued obligations is 
in the fund, then the Federal civil service retirement fund is short. If 
you say that is actuarially unsound, you may be partly right. But on 
oa other hand you could have a fund that is actuarially sound even if 

t has not got all the money in the fund at one time, if there is recogni- 
cae that there is that obligation and it is planned and progr: 1med so 
that those obligations will be met and the fund will never be short in 
meeting its obligations when they become due. 
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The Federal Government pension plan is not quite in the same 
category as a private company pension plan. The Federal Govern- 
ment is never going to go out of business. It is going to continue 
indefinitely. The obligation of the people of the United States to the 
pension fund is just as great as its obligation to meet any other finan- 
cial obligation of the Government. It will meet its obligations just as 
it will have to meet its obligations of defense and everything else. 

Mr. Davis. If you were to compare this fund to a similar fund by an 
insurance company, it would be actuarially unsound, then, without this 
$4 billion ? 

Mr. Karran. It would be shy of a certain fund in order to meet its 
full unfunded obligations if it had to liquidate, but do not forget that 
in a private or mutual insurance company it is required not only by law 
to keep a sound actuarial reserve but it is necessary to do so in order 
to spread equitably the cost and to be sure it will always have the 
funds availgble. 

After all, the private pension funds are guided in large measure 
by their investments and what is the primary investment? United 
States Government bonds. The United States Government, itself, 
does not have to worry about investing its money in its own bonds. 
It is just one pocket and another pocket. If you put this money all 
accumulated in one fund, the Federal retirement system fund, you will 
still invest it in United States Government obligations. It is still an 
IO U of the Federal Government. The obligation of the Congress, 
nevertheless, should be this, as we indicated in our report: That it 
should keep that fund so intact that there will never be the slightest 
doubt that there will be sufficient funds available to meet its obligations 
even should we meet a financially stressed period. 

Mr. Davis. Thank you. 

mes rkoss. Do you think that fund is intact as presently operated 
today ¢ 

Mr. Kaptan. It is intact in the sense that the sheriff will not be able 
to levy on it immediately in the next year or so, but on the other hand 
I think it is only fair to those in the service who are asked to contrib- 
ute to the system, bearing in mind that it is a contributory system 
on the part of the employees, that the Government keep its good faith 
by making substantial contributions to that fund so as to keep it at 
least 6 or 7 years “ahead of the sheriff.” 

Mr. Gross. How much do you think that contribution should be 

yer annum ¢ 

Mr. Kapitan. We have recommended in our report what we call 
the normal plus-interest method of financing so that over a period of 
time you meet your obligation and will never fall behind and ultimate- 
ly might catch up on the unfunded accrued liability, at least it could 
perchance be reduced. 

Mr. Gross. There was some controversy over the appropriation for 
the Government share this year. I do not recall the exact figures but it 
seems to me that that is about $400 million. 

Mr. Karuan. I think it was over that. 

Mr. Gross. What is the Government’s contribution this year, Mr. 
Trons? 

Mr. Warren B. Irons (Director of Bureau of Departmental Opera- 
tions, Civil Service Commission). I believe the figure Mr. Kaplan is 
talking about to maintain the normal cost of the retirement system and 
the interest of the unfunded liability is $843 milion. 
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Mr. Kaptan. That would be the amount we would need if we planned 
this thing for the future and put it on a more or less scientific 
basis. The trouble in the past is Congress has been rather haphazard 
in its contribution to the retirement fund. 

Mr. Gross. If I may ask Mr. Irons one question, what is the con- 
gressional apropriation this year for the fund? 

Mr. Irons. I believe the amount was $525 million. 

Mr. Crere.tia. Regardless of what we appropriated, we are just 
taking it from one pocket and putting it in the other, are we not? 

Mr. Kapian. In a sense that is true, but on the other hand we must 
recognize that providing pensions is in a sense providing deferred 
salary. The notion of pensions being a reward for long, faithful 
service has soundness up to a certain point. That was the old phi- 
losophy of pensions, particularly for those in the fire and police forces 
where hazard was a compensating feature, and for teachers where 
salaries were relatively low. But that is not true today. 

Mr. Crereiia. As a practical matter this civil service retirement 
fund is only as sound as the moral obligation of the Government. 

Mr. Kaptan. Frankly, that is true because if the Government were 
ever to default on its bonds it would be no better off than if it defaulted 
on its retirement system or any other obligation. 

Nevertheless, psychologically and as a matter of fairness to those 
who are asked to contribute to that fund, the theory was that the Con- 
«ress would match what the public employees would be required to con- 
tribute to that system, at least within reasonable practicality. It was 
contemplated there would be times when the Federal Government 
would find it desirable not to make the full contribution to the pension 
fund because of the stress of financial obligations in other directions, 
but that the Congress would provide a planned program not necessarily 
trying to fund it completely as a fully funded program so that regard- 
less of what might be the vicissitudes of the financial structure of the 
Government or emergencies, it will always make that contribution 
and be able to doit. That is what our plan contemplates. 

Mr. Lestnsxr. Getting back to your original remarks here about 
the social security and civil service, in other words what you propose 
is that all employees of the Federal Government have the same retire- 
ment protection as those in private employment, be it Ford Motor, 
General Motors, and so forth, and on top of that they may have another 
retirement system to their benefit which would be civil service retire- 
ment. Their base retirement would be social security and on top they 
would have civil service. 

Mr. Karwan. I like it the other way around. Maintain the public 
retirement system with social security as a complement. 

Mr. Lestnsx1. If a Federal employee is employed 2 years and goes 
to private industry he starts over again and gets back what he paid in. 
If he would start originally in social security and have the civil service 
retirement as a supplemental retirement to the social security, he would 
be better off, would he not? 

Mr. Kaptan. I believe so. I have recommended publicly that all 
public employees ought to be under social security as a minimal benefit 
without interfering with their public pension plans. 

Mr. Lestnsxt. If he came out of the Federal Government under so- 
cial security, as he would under any other employment, he would be 
insured. The civil service retirement, as it stands now, he should have 
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the right to either accept or deny. Isthat right? It should be up to 
his own thinking whether or not he wants the supplemental retirement. 

Mr. Kapian. That is a moot issue. I am not sure I would be in- 
clined to recommend that the Government employees have the option 
to choose whether they come under social security or not any more than 
private employees. I think you have to have uniformity. 

Mr. Lestnsxr. The other point is that in other fields of employment 
where social security is automatically given to the employee—— 

Mr. Karwan. He is required to. 

Mr. Lestnski. They have supplementary retirement funds like at 
Ford Motor with additional funds, as expressed here in the com- 
mittee last week, where the organization contributes to a secondary 
fund for the retirement of the employee and gives an employee almost 
double his present retirement. 

Mr. Kapuan. Very often that is the case. What our committee in 
short sought to accomplish was to place the public employee of the 
Federal Sesame on relatively the same basis as those in private 
employ so as to have both social security and their own pension 
benefits. 

Mr. Lestnsxi. To follow that point up, every employee of the 
Federal Government would be assured of a definite system ¢ 

Mr. Kapian. That is right. The least he would be insured would 
be social security. 

Mr. Lestnsx1. This would give him a supplementary retirement if 
he stayed in the Federal Government ? 

Mr. Kapitan. Yes, and how generous Congress wanted to be with 
respect to pension benefits complementing social security would be a 
matter of policy. 

Mr. ALExanveR. With reference to a combination of social security 
and civil-service retirement, as compared to just the plain civil-service 
retirement, what would be the difference in the benefits that the em- 
ployees would get using a specific illustration ? 

Mr. Kaptan, I tried to point out that first of all our plan contem- 
plated there would be no change in the present civil-service pension 
fund of the Federal employees. 

Mr. ALExANpDER. That would be the amount he pays in? 

Mr. Kaptan. Except for the reduction in contribution if we had so- 
cial security. So far as our plan contemplated the employees who are 
members of the retirement system would get the identical benefits they 
now are entitled to and they could choose to retire whenever they want 
to just as they can now. Social security would have nothing to do 
with that. 

Mr. ALexanver. Would he get under civil-service retirement ex- 
actly the same amount he would get if he did not have social security 
connected with it? 

Mr. Karwan. Yes. 

Mr. Avexanper. And he would get social security in addition? 

Mr. Karpian. After 65, not in addition. He would then get a larger 
total income. 

Mr. ALExaNDER. What is the difference? 

Mr. Kaptan. I said about 8 percent more after 65 than he would 
be getting before 65. For instance, suppose I were a Federal em- 
ployee, I retired at age 55, I would get my benefits under the civil- 
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service pension fund as I do now up to the time I am 65. At 65 the 
amount that would come from the civil-service retirement fund would 
be adjusted by a deduction based on the number of years the person 
has been covered under social security by the Federal Government. 
Then he would get, in addition to that, the social-security benefits 
so that the total of the two, part from the retirement fund, the other 
part from the social security, would give him a total income after 65 
of about 8 percent more than he would be getting from the pension 
system alone after age 65. 

Mr. Lesinsxt. Mr. Kaplan, what you are driving at is almost identi- 
cal with the bill I proposed in 1951 which brought the benefits of both 
retirement systems, less $50. In other words, he had an increment 
there. You could get retirement under both less $50, whichever the 
amount was. 

Mr. Kaptan. Somewhat like that, but ours is more automatic in 
its operation. 

Mr. Lestnskt. I would like to have at this point in the record, if 
possible, a complete breakdown to show those who will read the testi- 
mony what the variation is so that we will all know in the future. 

Mr. Kaptan. I can only say this: That in discussing this matter 
with public employees of the Federal Government wherever I have 
been called upon to explain the Retirement Policy Committee recom- 
mendations, the rank and file appear to have been favorably impressed. 
1 cannot quite understand the attitude of the civil-service employee 
leaders—the leaders appear to be for some reason skeptical of this 
plan of ours, perhaps because the benefit structure in the pension fund 
itself they feel should be up. There is nothing in our report that 
would preclude the Congress from increasing benefits in the pen- 
sion system. As I say, wherever I have gone about the coun- 
try, California, Illinois, New York, Massachusetts, Louisiana, and 
have addressed Federal employees and explained this plan they have 
cheered it to the rafters. They could not understand how a committee 
made up of the composition of the people who, they would suppose, 
might be concerned only with economy and nothing else were so gen- 
erous and fair. That is why we feel proud of it. 

The Cuatrman. What additional benefits would widows and minor 
children receive? Take the case of an employee who dies after 10 
years’ service to the Government, age 30, leaving a widow and 3 
minor children. What additional benefits under your plan would he 
receive over the present retirement system ? 

Mr. Kapian. First, the widow would get the survivorship benefits 
under the retirement system. Second, the children and the widow 
would get the survivorship benefits under social security and be much 
better off than now. They would get $200 from social security up to 
the time the youngest is 18, plus the widow’s survivorship benefit from 
the retirement system. I do not care how you look at it under this 
plan of ours the employee could not possibly lose. You know what 
somebody said about this plan? That it was Santa Claus. 

The Cuamman. It would help the widow and minor children ? 

Mr. Kaptan. It would give them more. 

Mr. Crpereerc. In the case of integration of social security with 
the civil-service retirement, do we not find opposition from those in 
civil service because of the fact that an increasing number of civil- 
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service employees are already under social security and, if the present 

ne is liberalized, the man might retire at age 55 or age 60 and find 

1imself in some outside employment covered under social security and 
6 


at 65 he draws benefits from both plans. He at that time says “Why 
should I get involved with social security, having it tied up with my 
civil-service plan, when if I look out for et properly, I can be 
covered under both plans anyway without any reduction at 65.” 

Mr. Kaptan. I do not blame the employees for feeling that way 
about it. 

Mr. Cepersere. Is that not the practical reason ? 

Mr. Kaptan. That is a very practical reason, but on the other hand 
I say to them—and I can say without apology because they know 
probably better than anyone that I have rarely other than championed 
rights for public employees, but within the public interest that could 
be justified, I say to them with all candor, “You who are so much 
prone to complain about being ‘second-class citizens’ when we take a 
right away from you, like under the Hatch law should be the last to 
want to be special privileged to have that kind of benefit that is denied 
everybody else.” There is no reason why those in the Government 
service should have that right to pension and social security on top 
of it when others in private industry cannot have that benefit. 

Mr. Ceperserc. I am inclined to agree for a young fellow tying the 
two together would be better, but I can see where the fellow about to 
retire would not feel that way. There you have the problem that 
causes friction. 

Mr. Kapian. They are right and if I were in their position I would 
probably feel the same way. 

Mr. ALexanper. As I understand it, if a veteran is partially disabled 
and draws a certain amount from the Federal Government upon re- 
tirement, then he can draw an annuity under civil service if he was 
under that and also could qualify under social security. Did your 
committee make any recommendation as to limitations on how much 
one employee should draw or be entitled to? 

Mr. Kapian. We decided not to interfere with the pensions paid b 
the Veterans’ Administration for disabilities in time of war. We felt 
that was an exclusive right that a disabled veteran had, but in case of 
other types of pension benefits we felt that one should be exclusive of 
the other, not a combination of all. So that one would not get more 
money actually in benefits when he retired than he got as full salary 
in his position. 

Mr. AtExanpeR. You also have the same problem with railroad 
retirement. 

Mr. Kaptan. Our committee did not attempt to reform the system. 
We stuck to what the Congress asked us to do. 

Mr. Ruopes. Mr. Kaplan, do you not think there is the fear among 
Federal employees that any move to consolidate the two may event- 
ually lead to a universal social security plan which would adenine 
the dual systems, and the fear that it would lower the benefits they 
now receive under the Federal system ? 

Mr. Kapian. There is that fear. I dare say the attitude of the 
leaders of the Civil Service employees emanates from that fear which 
goes back to 1940. I think its Rote is rather interesting. I at that 
time also opposed on behalf of public-employee organizations, of 

which I was counsel or consultant, inclusion of social security for 
public employees because we were fearful that that might happen. 
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Why? At that time, as I tried to explain, public employees were in an 
enviable semen in contrast with private employees. People in pri- 
vate employment did not have pension plans except with a few big 
companies. They pointed their finger to those in the public service 
with what they viewed their relatively generous pensions as against 
their meager social-security benefits. The public employees were con- 
cerned lest the fox who lost his tail might seek to take the tail away 
from the public employees, too, and substitute social security ulti- 
mately for their pension benefits. It might be easy for those who 
were too economy-minded to seize upon that. 

I did a somersault some 5 years ago after I made a study of this 
whole problem and I found that the picture had changed. I found 
there were over 16 million in private industry receiving social security 
and pensions. I found about 3,400 new companies under pension 
plans. I found all the labor unions were able in their collective- 
bargaining agreements to coerce private industry in providing pension 
plans. It was growing by leaps and bounds. 

I say to the public employees—and I believe they believe it them- 
selves—that the time has come when they need have no fear of that 
because if anything like that ever happened today, if there was an 
attempt to substitute social security for pensions, there would be 
the greatest industrial revolution in this country that would make 
the French Revolution look sick in comparison. 

The greatest ally the public employee has today in preventing that 
thing from happening is the labor unions in private industry. There 
is no danger of that. It is a bogey. 

Mr. Fascetu. If it is logical to say there would be benefit to the 
right away from you like under the Hatch law should be the last to 
Government and to the employee to integrate these two plans, why 
is it not as logical to say if you qualify under one you cannot qualify 
under the other? 

Mr. Kaptan. Because one is not a substitute for the other. Social 
security is a minimal benefit accorded to everybody for which all 
of us are theoretically at least required to pay, and I am surprised 
the Congress has not approached it in a more practical way, requiring 
all of us to contribute. It is a social obligation. Social security 
serves a special purpose. It has nothing to do with a pension plan 
which serves an entirely different purpose. One is a matter of social 
adequacy. The other is a matter of deferred salary. That is what a 
pension plan is. 

Mr. Fasceny. If that is true, why integrate? 

Mr. Kaptan. We need both. It is sometimes too costly to provide 
survivorship benefits as adequate as social security can provide under 
a spreaded risk such as social security offers as against a smaller fund 
like a retirement system. 

Mr. Fasce.t. Why is it not logical to say a person who qualifies 
under civil-service retirement should not qualify under social security, 
but give him greater benefits under civil service which would be equal 
to the benefits you would give him by integrating ? 

Mr. Kaptan. I think the survivorship benefits in the public pension 
fund generally, even though they are more adequate than private 
industry—in private industry there is rarely a survivorship benefit 
provided except in a modest form of a death benefit, they depend on 
social security, but those in the public service are not getting quite 
the adequate survivorship benefits they ought to have. Social secu- 
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rity:can provide for it more cheaply than in the pension plan itself. 

Mr. Fasceti. You mean because of the broader base ? 

Mr. Kaptan. Broader base. In other words, one complements the 
other but is not a substitute. 

ae Fasce.t. Does the present law contemplate a fully funded 
olan 2 
Mr. Kaptan. The present law ? 

Mr. Fascety. Yes. 
~ Mr. Kaptan, Originally when adopted in 1920 it was contemplated 
the Congress would put it on a more or less fully funded base. But 
remember at that time the maximum pension benefit payable under 
the civil service retirement fund was $1,200 regardless of salary earned. 

Mr. Fascet,. How does that limitation exist? You mean in the 
report of the legislation, in the legislation itself, or in a general 
understanding ¢ 

Mr. Kapian. A tacit understanding in connection with the legisla- 
tion and was embodied in the policy stated in the law itself. Not too 
clear perhaps, but nevertheless it was definitely understood that the 
Government would contribute and maintain that fund just as was the 
case with most of the other public pension funds. 

Mr. Fasce.t. Your committee study indicates there are four ways 
of funding this plan and you recommend one method over the other. 
Assuming that Congress should consider that, do you believe the plan 
adopted for funding should be written into law? 

Mr. Kapitan. Frankly, I think it would be desirable to have that 
done. The very fact that the Congress—pardon me, I do not mean 
to be chiding the Congress—the very fact that the Congress has not 
lived up to its obligation in that respect from time to time—and under- 
standably due to financial considerations at times—is the very reason 
the Congress ought to plan it now, if for no other reason than to be 
equitable to the taxpayers. If you spread the cost over a planned 
program so that the amount contributed is a level cost, then you are 
treating all taxpayers of one generation and another fairly. If you 
make an appropriation today of only $20 million and then $500 and 
back to $30 million, you are not fair to the taxpayers. You are taking 
it out of some at the expense of others. All of us taxpayers ought to 
be paying for this on a uniform basis. 

I make the same plea here as I make for private pension funds of 
particularly the Debllontilite companies, I am consultant for the 
Public Service Commission of the State of New York with respect to 
the pension funds, all the public-utility companies. It is one of our 
basic principles that the public-utility companies in providing their 
unfunded past costs spread the risk so that the consumer pays 
equitably. 

Mr. Fascetu. If we were to write in the law the idea of normal plus 
interest as a funding procedure for the Government’s part of this 
thing, what does that do to actuarial theory of this type of plan ? 

Mr. Kapian. Perfectly sound. There are any number of ways of 
financing a program for unfunded accrued obligations. You can, for 
instance, as we did in the State of New York and as recommended for 
many other public pension plans and for that matter a few private pen- 
sion plans, when starting a pension system. We find the obligations of 
the pension system for past service already performed might amount 








TQ et eed 


nm 


REVISION -OF THE CIVIL SERVICE RETIREMENT ACT 203 


to about $400 million. We cannot expect the taxpayers to put in $400 
million immediately. We give them in effect a “mortgage,” to be paid 
off: in installments. 

- Mr. Fascet. If I understand you correctly, you say it is not neces- 
sary from an actuarial standpoint in funding any plan of this kind 
te provide:in actual reserves for every liability ? 

Mr, Kapian. No, it depends on who you are dealing with. 

If you deal with the Federal Government you can have one type. 
If you deal. with a private company, look out. There you may need 
it fully funded in order to assure its continuance. The company may 
go broke. 

Mr. Fasceru. Therefore, when figures are presented to us in a dis- 
cussion about funded Tiability, it does not follow necessarily that the 
full amount of the funded liability is an accurate figure? 

Mr, Kaptan. It is an estimate. 

Mr. Fascexy. That is all? 

Mr. Kapian. But it is a reasonably sound estimate. 

Mr. Fasorii. Mr, Kaplan, do we not all contribute also to the pri- 
vate pensions plans? 

Mr. Kapuan. In a sense we do. It is all deducted from business 
expense, and is reflected in operating income. 

Mr. Fasceux. In a sense we contribute to all pensions plans? 

Mr. Kapian. Yes, everybody does. 

Mr. Fasceti. Does that not make an argument for universal pen- 
sion plans? 

Mr. Kapuan. It does. I think the time will come when not only 
social security will be universal for all but even pension plans will be 
universal for all and they will be more or less standardized. It is only 
a matter of time. 

Mr. Broyni.. Mr. Kaplan, under your proposal would an em- 
ployee 65 years of age, who is just about ready to be merged with 
social security, be restricted on outside income? 

Mr. Kapian. Yes, presumably so. 

Mr. Broyuuu. You said before his civil service annuity would be 
reduced somewhat at the time he becomes 65, when social security 
starts. An employee who does earn outside income at age 65 could 
receive less under your proposal than under the existing system ? 

Mr. Kaptan, Yes, that is possible. 

Mr. Broyuitu. Under the existing system there is no restriction on 
outside income and under your proposal there would be? 

Mr. Kapian. That is a policy of Congress. If the Congress wants 
public employees to continue receiving their pension benefits in full 
even if they have another job you can waive the social security work 
clause. 

Mr. Broyuiu. Under civil service now they can receive unlimited 
outside income after retirement, but under your proposal they would 
be restricted as to outside income? 

Mr. Kapian. That is right, but those in private industry who re- 
ceive pensions and get social security with it are in the same boat. 

Mr. Broyuiny. As I understand it your proposal would provide 
more restrictions and less benefits to the Federal employees * the 
existing system ? 
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Mr. Kapuan. It depends how you look at it. If the theory is when 
one reaches 65 he is more or less expected to be retired, then one can- 
not complain about the work clause. The work clause has nothing 
to do with this issue except the policy of the Government is if persons 
receive social security and work and earn certain moneys they shall 
not get social security, but you can waive that. I believe that where 
public employees are covered under social security and who retire from 
their pension systems the system should guarantee their receiving the 
full benefits under pension plans, whether working or not, if their 
social security payment is suspended. 

Mr. Broyui1. I know retired Federal employees over 65 who are 
doing part-time work elsewhere. Those people would receive less 
benefits under the present civil servcie system if your proposal is en- 
acted into law. 

Mr. Kapxan. That is correct. It is only because the Congress, I 
believe, overlooked that situation when it provided social security for 
everybody else. To give an example, public employees who are mem- 
bers of a pension system in a State or local government were in this 
enviable position as a result of social security. They could get social 
security benefits then get a job in a State or local government and kee 
their full social security benefits. They were able to get full sal- 
ary from the State or local government until the Congress ended that 
in 1954 because it was inequitable. What is equitable for Government 
employees is a policy for Congress, not our committee. 

Mr. Broyui. ae do not believe that a Federal employee should 


attempt to supplement his income with outside employment? 


Mr. Kaptan. I believe they should, but the Congress laid down the 
policy that one who earns a certain amount should not receive social 
security, not our committee. 

Mr. Broyuiti. They have not laid down the policy with respect to 
civil service employees. 

Mr. Kaptan. I think you overlooked it. That is why you took it 
away from those who had social security and went into a State or 
municipal job. Iam stating a fact. I do not mean to defend it. 

Mr. Chairman, may I make this clear. Our committee was in no 
wise concerned with seeking to reduce benefits of the public employees 
in their pension systems nor did we want to preclude them from seek- 
ing additional benefits. Social security coverage was not intended to 
take that privilege away. 

The CHarrMan. Representatives of the postal employee organiza- 
tions have testified in this hearing that about one-fifth of all postal 
employees are already under social security. About 100,000 out of 
500,000 are covered by social security today, while still employed by 
the Government. 

Mr. Kaptan. Of course, that happens. That is only by virtue of 
the fact that they are in a unique position to get it, where all others 
outside of the public service cannot have that privilege. If I may 
just inject a personal situation, I am covered under the New York State 
employees retirement system. I happen to be also a member of a 
private pon fund. I am also covered under social security by 
virtue of being a college professor, but nobody in this room need envy 
me because at the pace I live I will not live to collect any of it. It is the 
present law and the privileges accorded to some of us that we are 
able to get away with it, to the exclusion of others. 
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The person who is in private employ cannot have that benefit of 
building up both social security and pension, except he gets the bene- 
fit of the coordinated plan, more or less; but public employees are 
in a position where they can get the full pension benefits, go out and 
work either after hours or after complete retirement, and get social 
security along with it. But that is only going to happen for a certain 
period of time under the Social Security Act. It is benefiting the 
older employees. But the younger employee, the man who is 35 years 
of age or so, is not going to get that benefit, that chance, when he 
reaches 65, not by a long shot. He will never be able to build sufficient 
credit. Take the fellow who is 35 or 40 and remains in the Government 
service and retires; he is not going to be able to build up sufficient 
social-security benefit coverage after he retires. He may get the ben- 
efit of the pension, but he won’t have enough coverage under social 
security to get both benefits. It is only the older employees who will 
get that. Perhaps properly so. 

The CHarrMAN. But the young Federal employee who gets part- 
time employment in private industry is covered by social security and 
will build up social security ? 

Mr. Kapuian. Yes. 

The CHairman. Why won’t the young employee be able to get the 
benefit ? 

Mr. Kapuan. He could do that; but if you are going to encourage 
everybody in the public service to supplement their income by social 
security coverage in private employment, that is a policy which I 
question. We might as well also encourage everybody in private 
employment after retirement to get a job in the Government and 

t social security and a pension from private industry and the 

overnment. 

Maybe you are right, but I say somewhere in this situation there 
ought to be some reasonable uniformity in the application of pensions 
and social security so that one group does not have reason to envy 
another. I think it would be unfortunate if we ever reach a situation 
in this country where private employees seek to get benefits from pri- 
vate companies and compete with public employees seeking benefits 
from the public service and both the private companies and the tax- 
payers are caught in the middle by pressures from both groups. I 
would like in this country to see established a uniform system of 
pensions—— 

The CHarrMAn. Some employees qualify for three pensions; they 
qualify under the Civil Service Retirement Act, the disabled veterans’ 
pension, and social security. 

Mr. Kapian. I do not think you can put the disabled veteran in the 
same boat. After all, that man has made a sacrifice. 

The CHarrMaNn. But he can qualify for three pensions? 

Mr. Kapian. That is true; but I do not think he should be able to 
qualify for more than one civil pension. The other is a war disability. 
I do not begrudge the disabled veteran receiving a veteran’s pension 
and another civil pension; but I would not give anybody two civil 
pensions. 

Mr. Atexanper. Mr. Kaplan, I believe under the bill before us there 
is a provision giving employees the right to retire after 30 years’ serv- 
ice, which would allow employees to retire between the ages of 45 
and 55. How would that affect the social-security angle of your 
recommendation ? 
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Mr. Kaptan. I do not think it would have much effect on the 
social-security aspects of it; because it would not make any difference 
whether he retired at 55, 60, or 65, so far as social security is con- 
cerned. On the question of policy of permitting a person to retire 
after 30 years’ service, I have some very fixed notions from my studies, 
and that is this: First, let us understand where we got this notion of 
55 years of age entitling one to a retirement benefit in Government 
service. There was a time in the Government service when it was 
rather precarious for a person over 50 to remain in the Government 
service. With the changes that often took place in the political com- 
plexion of the Government, a fellow of 55 would find himself in a 
position where he might lose his job for one reason or another and 
would try to find a job in private industry. Industry did not want 
somebody from the Federal Government or State government after 
he was 55 who had been in Government service for a long time. There- 
fore the employees—and rightfully so—sought the privilege of retir- 
ing at a younger age so that they would get the additional benefit of 
the pension and to be sure, if they had to get out, they would not lose 
the opportunity of getting employment somewhere else, before they 
become too old for industry. 

But what is the purpose of a pension plan? It is to provide retire- 
ment for a person who has reached a stage in his work where he is no 
longer able to carry on reasonably usefully. It was superannuation 
that was sought to be remedied. 

Mr. Davis. You stated once or twice, I believe, that actually a pen- 
sion is a deferred salary. 

Mr. Kapuian. That is right. 

Mr. Davis. I would just like to understand what you mean. Now 
all of these Federal pensions have a contribution by employees, and 
how do you say that that is a deferred salary when the employee him- 
self is contributing ? 

Mr. Kapuan. It is a deferred salary in this sense, that the Govern- 
ment sets aside funds to pay for the retirement allowance to which 
the retired employee also makes a contribution. 

Mr. Davis. He is making a saving too, is he not ? 

Mr. Karpian. Yes; but let us not overlook that every time we in- 
creased the pension contribution to be paid by employees, they ulti- 
mately got a salary increase to more or less make up for it; so, actually, 
the Government has been paying for it in one form or another. True 
the Government gets a contribution from the employee, but the fact 
is that every time his take-home pay was less he would seek an in- 
creased benefit or increase in salary. 

Mr. Davis. You do not mean, do you, that the salary increase is 
given just to make up the increased contribution ¢ 

Mr. Karian. No; but, from a practical point of view that is what 
happened in most public jurisdictions, that when the employee makes 
his contribution he is requiring the employer in effect to match it. 
And they both provide for the deferred salary, because the contribu- 
tion comes from the employee’s salary and Congress is setting aside 
its share in lieu of salary. 

. Davis. But after all, in the end it is a saving that he himself 
makes. 

Mr. Kap.an. It is a saving in the sense that if he ever leaves the 
service without retirement, he always gets his money back. That is 
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“one feature of the pension system that is different from social security, 
where they never get it back. 

What I had in mind was absolutely different. We used to talk in 
terms of a pension being a reward for service. The policeman or the 
fireman got a pension to which in most cases they did not contribute. 
We have gotten away from the notion that this was providing a pen- 
sion as a reward for service. By actually taking the contribution 
out of the employee’s salary, and setting aside an additional amount 
out of the Public Treasury in lieu of salary; therefore we have the 
effect of a deferred salary to be paid to him in the form of a pension. 
That is what I mean. 

Mr. Davis. I just want to understand your meaning. 

Mr. JoHANSEN. I would like first of all to pay my personal tribute 
to the very lucid and fluent presentation you have made. Then I want 
to ask this elemental question and, if you covered it earlier, if you 
will indicate it, L won’t ask it; but I will read the testimony. 

What properly and wisely and prudently is done and should be 
done with the Government’s share of its contribution, its matching of 
the fund ¢ 

Mr. Kapuan. Basically, it has to do what our committee recom- 
mended, that is, to provide a method of financing the unfunded liabili- 
ties by making annually about $800 million appropriation uniformly 
over a period of time. It would be a fixed amount that Congress 
would be obligated to pay to the fund. 

Mr. JoHANSEN. My only point is if that sum of money goes into 
the fund and is not immediately paid out, what use can be made of those 
moneys¢ Private insurance companies, for instance, may invest in 
private enterprise, or invest in real estate. 

Mr. Kaptan. That is what the Government will be doing; the 
Government will be borrowing that money and using it. It is nothing 
more than an IOU of the Federal Government to the pension fund, the 
3ame as any other bond obligation of the Federal Government. You 
would invest it in Government bonds at 3 or 4 percent, and that would 
be an obligation of the Government. 

Mr. JowHansen. In the meantime, the Government is using the 
money ¢ 

Mr. Kaptan. That is right—the Government is using the money. 

Mr. JowHanseENn. Is that a valid practice if at the same time the Gov- 
ernment is borrowing other money, because of deficit financing, in order 
to contribute to the fund ¢ 

Mr. Karran. That is true. On the other hand, how else would you 
do it? You certainly would not recommend that the Federal Gov- 
ernment invest money in private companies. The only place that 
the Government has as a valid place to invest money is in its own 
bonds. After all, this is taxpayers’ money, therefore the investment 
should be in its own bonds. 

Mr. Gross. Are you saying that Congress appropriated for this fiscal 
year which began July 1 approximately $500 million and that Con- 
gress hereafter should appropriate $800 million ? 

Mr. Kaptan. If you would follow the plan recommended by our com- 
mittee, it would be about $800 million, but we are glad to see that 
Congress has increased the appropriation more substantially than in 


the past. 
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Mr. Gross. You think the fund to be in a sound condition should 
have about $300 million more annually ? 

Mr. Karran. Yes, and then we won’t have to worry about the sound- 
ness of actuarial financing. 

Mr. Lestnsx1. In 1953-54 and in 1954—55 the fund was $300 million 
short, or $600 million short. In other words, the Government should 
put in a total of around $950 million to bring it up to date. Actually 
the $500 million is just to more or less help pay a little bit of the past 
amount the Government should have put in. 

Mr. Kaptan. You are still falling behind. 

Mr. Lestnsxi. We are still falling behind on $800 million? 

Mr. Kapian. No; unless Congress appropriates annually $800 mil- 
lion more, you are going to be falling behind on your obligation. 

Mr. Lestnsxi. In 1952-53, it contributed $325 million. 

Mr. Kaptan. Which was utterly inadequate. 

That is the point I am trying to make; that Congress not having 
planned definitely to meet as to what its obligation, what it was going 
to do from year to year, attempted to make such contributions only 
as circumstances would permit; and that is unsound financing. 

Mr. Lestnsx1. One more point. A civil-service employee may re- 
tire at 62; then put in 18 months under social security and get not 
alone full benefits, but additional] benefits under social security. 

Mr. Kaptan. Depending on hisage. At the present time he will get 
almost full social-security benefits besides civil-service benefits. 

Mr. Lestnsx1. At 65 he can retire and receive full benefit after 65. 

Mr. Kapuan. Yes. 

Mr. Moss. I wonder if you might continue with your views on the 
30-year retirement, about which you started to tell us. 

Mr. Kaptan. I intended to say this: I believe there is no justifica- 
tion for any retirement merely for years of service. I think any min- 
imum years of service should be coupled with minimum age. In other 
words, the public, frankly, does not look with favor on a person who 
retires after 30 years’ service and is only 50 or 55 vears of age and in the 
prime of life. Retirement was for the purpose of meeting the prob- 
lem of superannuation and, if I had my way, I would not permit an 
employee to retire under the age of 55 regardless of how many years 
he had served. 

Mr. Moss. If you permit him to retire after 30 years’ service at age 
55, would you impose a penalty ¢ 

Mr. Karian. I would provide for a reduced benefit in case anybody 
retired at an age less than you would normally expect to have him 
retire. I think it would be fair enough to discount it actuarially. 

Mr. Moss. Why? 

Mr. Kaptan. Because, after all, what is the purpose of the retire- 
ment benefit? Normally it is to encourage persons to remain in serv- 
ice. That is one of the purposes of the retirement system. It is de- 
signed, if you will, to keep your employee from being pirated by pri- 
vate industry or some other public agency. You are entitled to have 
his services, particularly if he happens to be an expert, rather than for 
him to go somewhere else, after he is trained at the expense of the 
Government and was fairly well treated while employed by the Gov- 
ernment. On the other hand, I would definitely not prevent an indi- 
vidual in every case from leaving public service to go in private indus- 
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try; but, if he chooses to do that, there is no reason why the Govern- 
ment should have to meet the whole benefit. 

Mr. Moss. What penalty would you impose? 

Mr. Kapran. I would put it on an actuarial basis. I would pay a 
man beginning at 55 what he would be paid at 60, discounted at age 
55, just as an insurance company would do in the way of an annuity 
based on age. And the benefit should be the same. You cannot afford 
to pay the same benefit at age 55 as at age 60. 

Mr. Moss. Now you talk about superannuation. Would you define 
that ? 

Mr. Kapian. Of course superannuation is also a relative term. 

Mr. Moss. Chronic boredom with the job could be superannuation. 

Mr. Kapian. Yes. Some people at 55 are older than some people at 
70, physically. 

Mr. Moss. And still in those instances you would impose a penalty ? 

Mr. Kapian. I do not shed any crocodile tears over the fact when 
he retired at 55 he would not get the same benefit that he might have 
gotten at 60. It is an unsound violation of the principle, but if 
Congress proposes to be more generous to its employees, I would not 
be one to raise my voice in opposition. 

Mr. Moss. You have had considerable experience with the Federal 
retirement system and public and private systems. Is it your opinion 
that being able to retire after a fixed period of service actually en- 
courages any great number of people to seek retirement ! 

Mr. Kaptan. No. 

Mr. Moss. Most of them resist retirement regardless? 

Mr. Kapuan. Yes. One of my tasks in connection with the State 
pension commission is to pass on persons whose retirement becomes 
mandatory at age 70. You cannot get anybody to get out at 70; they 
all want to stay on. And when we had retirement at 60, and then 
reduced it to age 55, it was on the assumption people wanted to retire 
earlier, but actually our figures show that only 8 percent ever took 
advantage of the 55-year retirement plan. Yet there are situations 
where persons after 30 years have done quite a lot and are not capable 
of continuing; but each case ought to be considered on its merits. 

Mr. Moss. Usually the only criteria would be disability retirement 
and types of superannuation such as chronic boredom where the per- 
son just continues to work and does not contribute greatly to the job 
by continuing. 

Mr. Kaptan. I agree. 

Mr. Moss. Do you permit retirement without a penalty in that case? 

Mr. Kaptan. That is, where there is merit in the situation, such as 
special cases of hazardous employment. As I say, I would not shed 
crocodile tears, therefore, if someone found it convenient to retire 
(was not encouraged to retire), at age 55 after 30 years’ service. 

Mr. Moss. We used to get a considerable number of special bills for 
people in the State of California who wanted legislation to give them 
a right to continue with the State government beyond the statutory 

retirement age. The legislature frowned upon such practices and 
not too many were permitted to continue. 

Mr. Corsett. If we adopt your plan and combine social security 
under the retirement program at age 65, would there be a specific 
reduction in the retirement benefit ? 
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Mr. Kapian. It would depend on how long the person was under 
social security coverage by virtue of Federal ‘employment only. 

Mr. Corser. I wish you would go into a little more detail. 

Mr. Kapian. Our report gives examples of just what the amount of 
retirement would be. 

Mr. Corsettr. There is no formula which says if they get so much 
from social security, that they get so much less from retirement ? 

Mr. Kaptan. Oh, yes; it is based on a specific formula that we 
worked out, as to how much he would get. 

Mr. Corsetrr. What is that formula ? 

Mr. Karitan. We give some examples in our report at page 19 of 
Senate Document No. 89, part 3, 83d Congress. We will take, for 
example, one in the middle salary range; take one whose 5-year aver- 
age salary is $3, 600; that is the high 5-year average. Here is the story: 
After 10 years’ service the benefits payable after age 65 would be $30 
from the civil-service retirement fund and $24 from the social secur ity 
funds or a total of $54 including OASI after 65. In other words, if 
he had not been under social- security coverage, he would get $30 a 
month after age 65, just as he was getting before. After 65, it goes 
up to $54, coming, however, from both funds. After 25 years’ service, 
instead of getting $127 he would get $136, and after 40 years he would 
get from both the retirement system and the social security fund $215 
in contrast to $203 from the retirement system up to age 65. 

And take a person getting $4,200 salary in a similar situation. For 
instance, after 25 years’ service, he is entitled to get from the retire- 
ment sy stem alone only $140 a month. Under our plan, after age 
65, he would get $123. Of this latter total, $87 would come out of the 
retirement fund and $66 from the OASI fund. 

And take a person getting $6,500 in the high 5, after 30 years’ serv- 
ice he would get $162 from civil-service retirement and $245 from the 
combined, as against only $225 from the civil-service retirement sys- 
tem. 

Mr. Corserr. There is nothing, however, that would prevent, as a 
matter of policy, if they wanted to equalize it along the line, if they 
draw from both funds, to see that they get that amount ? 

Mr. Kaptan. Itisa "question of how you want to do it. 

Mr. Corsetr. If the plan went into operation, how do you measure 
the amount of reduction from the retirement fund when they start to 
get social security? You recognize that you give an increased total 
all the time ? 

Mr. Kaptan. On the basis of 1 percent of the first $5,000; 1.5 per- 
cent of the amount above $5,000, with an adjusted formula for those 
in the lower brackets. And that is how it works out on the amount that 
will be charged against the retirement fund at age 65. 

Mr. Corserr. And that is the gross salary ¢ 

Mr. Karxian. The amount of salary up to $5,000 is on one basis and 
the amount above $5,000 is on a higher basis. Just as you do now, in 
this Johnson bill, it provides for a pension of 1.5 percent of $5,000 
and 2 percent of the amount above $5,000. So does our plan. It has 
been adjusted to accomplish a somewhat similar situation. It is on a 
formula basis so that it keeps it independent of the social-security 
fund all the time. 
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Mr. Ruopes. What does the employee pay if your plan is adopted? 
Would he pay the full contribution both to social security and Federal 
retirement ? 

Mr, Kapian. Instead of paying 6 percent as he does now of his 
full salary, he will pay 5.5 percent of the salary up to $4,200 and the 
regular 6 percent on the amount above that. Then the system would 
take out of that the contribution for social security. 

Mr. Ruopes. Take the full social security out of the retirement? 

Mr, Kaptan. The benefit to the employee when he retires will be the 
same as though the money was fully left in the retirement fund. 

Mr. Davis. How would the fund accumulate with the reduced pay- 
ment? He now pays 6 percent toward retirement and 2 percent is the 
social security rate. How would you build up both funds with a 
smaller contribution ? 

Mr. Kapian. Really we are not building up the same fund with a 
smaller contribution. What happens is this. You lose by taking 2 
pereent of the 5.5 percent out of the contribution of the employee and 
pay it to social security; you regain that by the retirement benelit 
fund not having to pay out the full amount of the retirement benefit 
after 65. It recoups it. 

Mr. Davis. There is some sleight-of-hand in there somewhere. 

Mr. Karian. That is where it was said we were “Houdini.” Actu- 
ally here is what happens: The employee’s contribution is a little less. 
True you take the social-security tax out of the contribution to pay 
for it, so it leaves less money to his credit in the retirement fund itself. 
But when he retires he gets the full benefit of the retirement system, 
even though there is less of his own money in the retirement fund. 
Ordinarily the annuity would be affected by the reduction; but up to 
age 65 you are paying the regular pension benefit. After 65 you are 
paying a reduced amount from the retirement fund. The amount 
payable after 65 was calculated to make up for what the Government 
advanced for social security out of the employee contribution to the 
retirement fund. 

Mr. Davis. I do not understand. 

Mr. Kaptan. Believe me, the actuaries have tossed that back and 
forth, and confirmed the findings. 

Mr. Corverr. Does that come about because there is such a tremen- 
dous number of persons covered by social security and the liability 
is diluted ? 

Mr. Kapran. The truth of the matter is you are passing on to social 
security a burden which you are taking off of the retirement system. 
That is what happens. It frankly is somewhat the same thing as in 
our recommendation in the State of New York, except we were there 
more generous with our employees than we were with the employees 
here. 

The Cratrman. What is the condition of the social-security system 
today; what can you tell us about that? What about the actuarial 
soundness of the social-security system ? 

Mr. Karuan. I frankly do not know. 

The Cuarrman. I have not heard anybody who was able to tell us. 

Mr. Kapxan. I have heard Mr. Meyers, who is the actuary for the 
Municipal (Finance) Officers’ Association, talk about that at a panel 
at which I happened to be chairman. I must say I was never con- 
vinced that the social-security fund is as unsound as most people are 
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inclined to believe. It all depends on what you mean by “sound.” I 
do not think the social-security fund is any less sound financially than 
many pension funds I know about. 

Mr. Henperson. I have one specific question with reference to the 
plan you have advocated. In the event of separation from the Fed- 
eral service, as it is now, they receive a return of the contribution they 
have made; under your plan the employee would receive only part 
of what he contributed? 

Mr. Kaptan. He would get back the amount that remained in the 
retirement fund. Do not overlook that if he leaves the service he car- 
ries social-security credits with him. 

Mr. Henverson. He would receive only part? 

Mr. Kapuan. He gets back that part that would be the amount re- 
ne in the fund. What he carries with him is a social-security 
credit. 

Mr. Henverson. But as it is now, he receives a return of all he con- 
tributes. 

Mr. Kaptan. That is right. 

Mr. Henperson. But he has no pension. 

Mr. Kaptan. He has no social security, either. 

Mr. Dowpy. From the various questions and from your statement 
as I gather, your plan for financing would leave the deficit in the fund 
as it is and just pay interest on it? 

Mr. Kaptan. That is right—in other words, prevent the fund from 
further falling behind. 

Mr. Downy. As I understand what you say, actually we have over 
$32 billion more public debt than the public debt shows we have, 
because of the unfunded amounts owed the retirement fund by the 
Federal Government ? 

Mr. Kaptan. Having been appointed by two Presidents, I had bet- 
ter be quiet about what this does to the national debt. 

Mr. Downy. Under your recommendation in the 2 funds there 
would be an obligation of the 2 parties for 514 percent as contrasted 
to the 6 percent the employees now pay? 

Mr. Kaptan. That is right. 

Mr. Dowpvy. This might be oversimplification, but actually this 5.5 
or 6 percent, or whatever it is, is money that just sort of goes into the 
general tax fund and is consumed and becomes part of the national 
debt and would not the Government, at least for the next number of 
years, have to increase its taxes some other place to get the amount of 
money you would lose by that one-half of 1 percent? 

Mr. Kaptan. In a sense, yes; but, after all, that is an obligation 
of the Government to the pension fund, just as are its other obliga- 
tions. In other words, you do not sacrifice the pension fund merely 
because you might have to increase taxes, any more than you would 
sacrifice any other obligation of the Government. 

Mr. Downy. Actually what you do is, by decreasing what you might 
call the payroll tax on one set of people, increase it on another. 

Mr. Kaptan. Oh, no; you won’t have to tax anybody to make up 
that one-half of 1 percent. I take it it would cost the Federal Gov- 
ernment less in the earlier years than it does now. 

Mr. Downy. But some of these days it has got to be paid for if 
you are going to pay out more money. 
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Mr. Kapian. As long as the Federal Government continues to exist, 
you will never have to worry about paying out the whole pension 


fund. 


Mr. Downy. With the qualification you put on “so long as the Fed- 
eral Government exists” that is true, because if it doesn’t exist this 


will all be wiped out, anyway. 


_ Mr. Kapran. That is why the Federal Government retirement fund 
is in a different position from a private pension fund. I might tell 


you something else that may interest you, sir. 


The American Telephone & Telegraph Co., which has its own 
pension fund, has not placed its pension system on a fully 
funded basis. It has arrested part of its past service liability, and is 
paying the interest on that indefinitely because the telephone company 
1s going to go on forever unless the Government takes it over. There- 


fore, it is feasible and also proper. 


Yet you would not permit the 


du Pont Co. to do it. The employees won’t stand for it. Du Pont 


could conceivably go out of business, 


Mr. Dowpy. With the additional possibility that the Federal Gov- 
ernment will keep on existing, because if it went the Du Pont Co. 


and the—— 


Mr. Kaptan. Eventually all the pension systems will go out of 


business if the Federal Government ceases to exist. 
mental to the whole financial problem. 


That is funda- 


Mr. Downy. Now, then, as far as concerns the amount of money the 
Federal Government has to spend, the employee organizations as I 
have understood from the ones who have talked to me, and from the 
hearings here, are willing that the contribution be increased to 7 


percent. 


Wouldn’t that give the Federal Government more money to spend 


than the five and a half percent you mention ? 


Mr. Kaptan. It all depends on how you look at it, sir. I don’t think 
the Federal Government will have any more money to spend no mat- 
ter what the contribution is, because whatever money is put in there 


the Government will have to raise before it can use it. 
Mr. Dowvy. The Government will spend it? 


Mr. Kapuan. Presumably. Certainly there would be no point in 
keeping that money idle in the fund with nowhere to go. Money 


functions. It is a commodity. 


The Federal Government should use 


that money the same as the insurance company uses money to purchase 


income. 


Mr. Dowpy. For the money to function or for the Federal Govern- 
ment to get functions out of it, they have to first get the money. 
Mr. Kaptan. If that theory were sound you ought to make the 


contribution on both sides about 50 percent. 
money in the Government. 


Then you will have more 
That is not the theory of pensions. You 


ure asking employees to contribute more money because you give them 


greater benefits. 


Mr. Dowpy. The Federal Government does ask 50 percent of the 


income of some people, and perhaps more than that. 
Mr. Kaptan. Yes. 


Is that right? 


Mr. Dowpy. That was one of the things that struck me as strange 
about the recommendations, that you could give more for five and 


a half percent than you could for six. 
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Mr. Kaptan. I know it is difficult to make some people understand 
how you can arrive at that, but I can assure you that the actuaries 
have determined that to be so. 

Incidentally, that was confirmed by a study made of the New York 
State employees retirement system in a plan of coordination which 
is a little richer, frankly, than the plan recommended by our Com- 
mittee here. 

However, the same basic principle exists. We are planning, if the 
employees choose to adopt it, to give them the right to have social 
security and their pensions, and no additional contribution at all. 
The State in effect would pay both social-security taxes and the pen- 
sion benefit, and it will not cost the State too much money. 

Mr. Dowpy. They will not turn down a proposition like that, will 
they ? 

Mr. Kapitan. You’d be surprised. When we adopted the 55-year 

lan in New York State, which gave the employees the same pension 
yenefit at age 55 if they chose to retire as they would get if they stayed 
on to 60, without any reduction, we couldn’t sell it to one-third of the 
employees. It was like standing on the library corner at 42d Street and 
Fifth Avenue and saying “Who wants to buy a dollar for eighty-two 
and a half cents?”and having no takers. Don’t ask me why. I can’t 
understand the psychology of some people. But they know what is 
best for themselves, I am sure. 

The Cuarrman. If there are no other questions we wish to express 
the appreciation of the committee for your kindness in coming down 
from New York City to give us the benefit of your views. 

Mr. Kapian. I could not do otherwise at your invitation, Mr. 
Chairman. It has been a privilege to be here. 

The Cuarrman. Thank you very much. 

Tomorrow being a holiday, I assume a number of the members will 
go out of town for the holiday; how many will be here Thursday ? 

Mr. Moss. Are we going to continue the alternating hearings be- 
tween retirement and major medical, or could we tie on to one subject 
and get it out of the way and then move to the other ? 

The CHatrman. We ean give consideration to both bills. 

Mr. Moss. Is it proposed to take on major medical on Thursday? 

The Cuarrman. If we can get enough membership. That is what 
I want to find out. We expect to wind up major medical on Thurs- 
dav. We haven’t many more witnesses on retirement. 

Off the record. 

(Discussion held off the record.) 

The CuatrmMan. We will adjourn the meeting until Thursday morn- 
ing at 10 o’clock. 

(Committee adjourned at 12:07 p. m.) 


—_ 
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TUESDAY, JULY 10, 1956 


Houses or REPRESENTATIVES, 
ComMiItree oN Post Orrice anp Crvit Service, 
Washington, D. C. 

The committee met at 10 a. m., in room 213, House Office Building, 
Hon. James C. Davis (acting chairman) presiding. 

Mr. Davis. The committee will come to order, ee 

Chairman Murray has asked me to act in his stead this morning, 
which I am glad to do. 

Our first witness on S, 2875 and related House bills is Mr, Russell 
R. Reagh, a member of the Board of Actuaries of the Civil Service 
Retirement and Disability Fund, accompanied by John P. Jones. 
We will be glad to have your statement. 

Are those gentlemen here? Come forward, please. 

We are glad to have you gentlemen with us and if you will proceed 
we will be glad to have your statement. 


STATEMENT OF RUSSELL R. REAGH, MEMBER OF THE BOARD OF 
ACTUARIES OF THE CIVIL SERVICE RETIREMENT AND DISABIL- 
ITY FUND; ACCOMPANIED BY JOHN P. JONES, MEMBER OF THE 
BOARD OF ACTUARIES OF THE CIVIL SERVICE RETIREMENT AND 
DISABILITY FUND 


Mr, Reacu. Mr. Chairman, I have no prepared statement. I am 
lad to make myself available for any questions, and I also would 
Tike to make a few comments about the bill. 

Mr. Davis. Very well, you may proceed. 

Mr. Reacu. I have some more or less rough notes in which I have 
outlined some things I would like to say about the bill. 

Mr. Davis. Very well. 

Mr. Reacu. Reading some of the previous testimony, I have ob- 
served that there is a good deal of confusion, it seems to me, about 
the nature of the estimates made by the Board of Actuaries and the 
nature of the actuarial accounting method which is used to determine 
cost. 

Mr. Davis. It looks like every individual has a different idea about 
what constitutes actuarial soundness, so we shall be glad to have your 
statement, Mr. Reagh. 

Mr. Reaau. I believe a very minimum definition of actuarial sound- 
ness would be the appropriations for the retirement bill which are 
equal at least to the normal cost plus interest on the unfunded por- 
tion of the liability, and I would like to say why I believe that to be 
true. 
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I do not hold that the initial unfunded liability of the system as it 
was incurred on the date of original enactment of the law and as 
increased by subsequent amendments to the law represents a deficit 
in the sense that it belongs on the balance sheet even of a private 
corporation. However, to the extent that initial unfunded lability 
increases because of failure to appropriate known costs, then I believe 
that is a genuine deficit. 

So I would say there has been a substantial deficit accumulated over 
the years because of the failure of the Congress to appropriate at 
least normal cost plus interest on the unfunded portion of the liability 
created by the law. itself. 

Mr. Davis. What would you say that deficit amounts to now? 

Mr. Reacu. The total a ssh liability of of the system as of June 
30, 1953, was almost $10 billion. Of that amount I would say at least 
$4 billion is due to failure to appropriate the cost as shown in the 
reports of the Board of Actuaries. So I think there is a distinction 
in my mnd between that part of the unfunded liability which is due 
to the failure to appropriate the cost after the law was enacted. I 
do not think anyone can say that there exists a deficit in the ordinary 
accounting sense covering liabilities for prior service or past service 
for a period when there was no law at all, no plan, and no benefits 
existed. Prior to the enactment of the law the plan had no value 
to the employee; it did not exist; therefore, there was no deferred 
compensation in the sense part of his compensation is paid in the 
form of retirement benefits paid to him at a subsequent date. $4 
billion of the $10 billion as of June 30 was due to failure to appro- 
priate the sums asked by the Board of Actuaries or the Civil Service 
Commission. 

Mr. Davis. Did I understand you to say they would have required 
appropriation of some $4 billion more than has been appropriated ? 

Mr. Reacu. I am saying Congress appropriated less than the 
amounts required, according to the Board of Actuaries’ reports. 

Mr. Davis. $4 billion less? 

Mr. Reagu. Yes. 

Mr. Davis. Where does the deficit of the other $6 billion come in? 

Mr. Reacu. That is a deficit in one sense, but it represents pensions 
payable for services rendered prior to the original law or under sub- 
sequent amendments increasing benefits. I say there is a difference. 

Mr. Davis. If this fund were having to meet the standards required 
of insurance companies and other funds that are not Government 
funds, would it be necessary to have the $10 billion additional or just 
the $4 billion ? 

Mr. Reacu. The whole amount is necessary to determine the current 
cost of the system, which is the amount required to meet the bill 
currently. I mean by that, it is a part of the payroll expense of the 
Government. 

Mr. Davis. What I am getting at is this: Is the contribution of the 
employees plus the contribution of the Government, if the Govern- 
ment met its contribution promptly and regularly, sufficient to keep 
it sound ¢ 

Mr. Reacu. Yes. I think an insurance company has a little dif- 
ferent slant on it. They are not concerned with an employer’s liability. 
They are concerned only with their own liability, and they accept 
liability for annuities only to the extent they have been bought and 
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paid for. The current cost of the system would be the normal cost 
lus interest. on an amount which we have referred to as the unfunded 
iability of the system. 

Mr. Gross. Mr. Chairman. 

Mr. Davis. Mr. Gross. 

Mr. Gross. To bring it up to date, it is $13 billion-plus; is it not? 

Mr. Reacu. Yes. I gave that figure as of June 30, 1953. However, 
that has increased. As of June 30, 1956, that figure is about $13.8 
billion. 

Mr. Gross. Yes. 

Mr. Reagu. That is right, sir. 

Mr. Gross. And this $6 billion, Congress having enacted the law, it 
is an obligation of the Federal Government ? 

Mr. Reaen. Yes, sir. 

Mr. Gross. That must some day be met ? 

Mr. Reacu. It must some day be met. If these appropriations are 
not. made for the current cost of the system, then your actual cash 
outgo at some future date is liable to go up to, say, $2 billion. Ac- 
tually, the outgo is going to depend entirely upon the benefits paid 
under the system. The cash outgo has been increasing very rapidly, 
and it will continue to increase for many, many years. 

Actually, if this plan were financed on an actuarially sound basis 
your outgo would remain more or less level in accordance with the 
number of people on the payroll, it would remain in approximately 
the same proportion as the payroll. The difference between the appro- 
priation and the outgo must be made up in interest income on the 
fund. 

Mr. Davis. You said the cash outgo would increase for a number 
of years. Can you estimate how many years? 

Mr. Reacu. Many many years. It would reach a fairly stable level 
only when it has been in existence for a long time and the payrol! 
remains more or less constant. 

Mr. Davis. Can you give an estimate of the number of years? 

Mr. Reacu. If the payroll remained constant it would take 30 or 
40 years before you reached that stable level. 

Mr. Corserr. Mr. Chairman. 

Mr. Davis. Mr. Corbett. 

Mr. Corsett. I assume the gentleman might just as well answer 
questions as he goes along? 

Mr. Reaau. Yes, indeed. 

Mr. Corserr. The thing that has given me bewilderment is that the 
original estimate was that. this would cost $450 million annually. The 
current estimate of cost plus interest is $345 million a year. How can 
these amendments, which are only a fraction of the total benefits to 
be paid, be estimated to be more expensive than the present plan in 
operation ¢ 

Mr. Reacu. I have figures showing the current cost of the present 
plan is $800 million. 

Mr. Consett. I am speaking of normal cost plus interest. 

Mr. Reaeu. And what figure do you have? 

Mr. Cornett. $345 million. 
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Mr. Reacu. Mr. Jones points out that that is sort of an arbitrary 
basis of requesting an appropriation, which is only 40 percent of ‘the 
actual cost. 

Mr. Corsetr. Somewhere along the line you have actual figures on 
what the fund has had to pay out each year in recent years; have you 
not? 

Mr. Reacu. That is right, but the payments out of the fund have 
no more relation to the current cost on an accrual basis than trying 
to figure depreciation on a current-cost basis. 

Mr. Corzetr. What is the current cost plus interest ? 

Mr. Reacu. I think it is in the neighborhood of $843 million. Mr. 
Jones will correct me if I am wrong. 

Mr. Jones. That is right. 

Mr. Reacu. That is the cost that would be backed up by almost 
any actuary as the minimum amount required to maintain a sound 
system. 

Mr. Corsett. The total amount for checks written during the past 
year to retired employees or as lump-sum payments to those who 
withdraw is $345 million; is it not? 

Mr. Reacu. No; that does not represent the cash outgo. If that isa 
cash outgo figure it has nothing to do with the appropriations required 
to maintain a sound system. 

Mr. Corsertr. I see that difference very clearly, but here are some 
amendments which do increase costs, and when they are shown to be 
greater than the actual cash payments annually, it seems the $454 mil- 
lion figure must be inflated. 

Mr. Reacu. $454 million is the additional amount under 8S, 2875? 

Mr. Corsettr. That is right. 

Mr. Reacu. That is right. That is the increased cost of S. 2875 as 
estimated by the Commission. 

Mr. Corserr. How large a payroll is that figure derived from? 

Mr. Reacu. About $9 billion. That payroll, for actuarial pur- 
poses, is assumed to remain at the present level of $9 billion. 

Mr. Corzerr. That is where it should be. It seems in our attempts 
to arrive at a fair and just bill here, we are confronted with figures so 
very far apart we just do not know which end is up. 

Mr. Reacn. Of course, I am not familiar with some of the figures 
that may have been presented, but my guess would be if they have 
been presented by actuaries, they should be rather close together. As 
you gentlemen know, there are bound to be certain estimates that are 
based on certain assumptions, but I can assure you gentlemen, although 
I have read statements in testimony before this committee that the 
actuarial estimates have always been too high, I can assure you the 
timates of actuaries in the past have been too low, and that is not sur- 
prising becuse that is true in making actuarial estimates for private 
business; they have also been too low in the past 10 or 12 years, par- 
ticularly, and that is because the whole level of pay has goneup be- 
cause of the general inflation, and in this type of system the benefits 
are based on average compensation in the past 5 years of service, and 
every time there is a pay raise you are increasing the benefits auto- 
matically not only for future but prior services, and for that reason 
the actuarial estimates generally for retirement systems where the 
benefits are based on average pay for a certain period have been too 
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low, and that has been true for the same reason in the case of the civil 
service retirement system. 

Mr. Corsetr. We, of course, expect that everybody who comes here 
and presents figures is sincere "and i is presenting an honest judgment, 
but they are so far apart. 

Mr. Reacu. I was for many years connected with the Government, 
and I can recall one of the early frustrations years ago when I came 
with the Government. I was in an actuarial position at that time. 

Mr. Corzerr. Our problem is current. 

Mr. Reacu. Yes, I understand that, but I think when an individual 
has qualified himself as an actuary he is a qualified expert in a highly 
specialized field, and his estimates should not be placed together with 
those made by people unqualified in the field. I have seen them take 
a wholly unqualified estimate, add it to a qualified estimate, and divide 
by two. No matter how sincere some of these people may be in pre- 
senting cost estimates, they are really not qualified estimates at all. 

Mr. Corzerr. That is all. 

Mr. Lestnsxt. Mr. Chairman. 

Mr. Davis. Mr. Lesinski. 

Mr. Lesrnsxi. Mr. Reagh, also in the presentation of the Civil Serv- 
ice Commission they used a contribution figure of $90 million for 40 
years. I do not see how they can justify a $90 contribution annually. 

Mr. Reacu. I think that goes back to a technical point in that the 
costs of the retirement system are expressed in two figures. We gave 
you the normal cost rate. That is the percentage of compensation, and 
if the pay goes up, it goes up. That part that represents interest on an 
unfunded liability is a more constant figure. Your percentage cost 

varies as your payroll varies, and other things remain constant unless 
people live longer than estimated and things of that kind. But I think 
it is a fair assumption to assume the payroll will remain fixed. If it 
goes up you can expect a proportionate increase in the amount required. 

Mr. Lestnsx1. You said there was a lack of contribution by the Gov- 
ernment of some $4 billion. Does that go back to the period 1921-28, 
when Congress appropriated no funds ? 

Mr. Reacu. I believe during those years no appropriations were 
requested. 

Mr. Lestnsxt. I do not know about that, but the Government con- 
tributed no funds to this fund during that period. 

Mr. Reacu. I am not sure they were requested during those early 
years. You are talking about between 1921 and 1928 % 

Mr. Lestnsxt. Yes. The total receipts were $142 million and the 
disbursements were $73 million. You would say, as to the 72 or 73 
million dollars, the Government should have put in a comparative 
amount af that time? 

Mr. Reacn. It should, yes. I think I gave you a rough figure of $4 
billion. I think between 1921 and 1928 the benefits payable were a 
small fraction of the benefits offered in the present law, and the pay- 
roll of the Government was a small fraction of the present payroll, s 
those amounts are pretty small compared to the total annual a; nis 
priation required today. 

Mr. Lestnsxr. You have to consider 1954 and 1955 when the Govern- 
ment failed to pay its share in appropriations ? 

Mr. Reacu. Yes. 
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Mr. Lestnskr. Do you have any figures to show the amounts re- 
quested ? 

Mr. Reacu. I think there were a statement presented to this com- 
mittee that shows the appropriations requested. I have a statement 
presented in the hearings on 8. 2875 which shows the appropriations 
recommended by the Board of Actuaries going all the way fiack. It 
does not compare the amounts which were actually appropriated. 

Mr. Lesrnskr. I have those figures here. 

Mr. Reacu. Altogether the appropriations requested for 1921-54 
add up to about $6.2 50 billion. 

Mr. Lestnsxt. Here the total amount contributed is shown as $3.396 
billion through 1955. 

Mr. Reaeu. One figure was through 1955 and the other through 
1954. The Government appropriation in 1955 was $33.678 million. 

Mr. Lesrnsxr. According to those figures the Government is $3 
billion short. 

Mr. Reaeu. Yes; and I think if they were brought up to 1955 it 
adds another amount which is near $4 billion, roughly. 

Mr. Lestnskt. Thank you. 

Mr. Gross. Mr. Chairman. 

Mr. Davis. Mr. Gross. 

Mr. Gross. The Board of Actuaries recommended an increase in 
the appropriations for this fiscal year; is that correct ? 

Mr. Reacu. That is correct. 

Mr. Gross. There was opposition to that on the floor of the House 
when it came up, opposition to any increase at all. I cannot seem 
to recall the exact amount, but I believe from something under 
$300 million it was increased by about $300 million on your recom- 
mendation / 

Mr. Reacu. I think the Board of Actuaries recommended an appro- 
priation of over $800 million. 

Mr. Gross. Then the Appropriations Committee did not increase 
the Government contribution as the Board of Actuaries recommended ? 

Mr. Rracu. They did not increase it nearly enough to cover the 
actual liability of the Government during the year. 

Mr. Gross. You spoke of inflation. Do you find the inflation curve 
continuing ¢ 

Mr. Reacu. It is certainly not increasing at the same rate it was 
some years ago. I do not pretend to be an economist. 

Mr: Gross. But you have long actuarial experience. 

Mr. Reacu. Our guess is that we will continue to have mild inflation 
almost indefinitely. We expect the price and wage levels will con- 
tinue to increase, but certainly in a mild manner compared to the war 
years and immediate postwar } years. 

Mr. Gross. There must be a stopping point. 

Mr. Reacu. My estimate is that the price and wage levels will 
be higher rather than lower 20 or 30 years from now. 

Mr. Gross. Thank you. 

Mr. Avexanper. Mr. Chairman. 

Mr. Davis. Mr. Alexander. 

Mr. Avexanper. I believe you said the current cost plus interest 
is $800 million ¢ 

Mr. Reacu. $843 million, sir. 

Mr. Atexanprer. Under the new law, the proposed law we have 
before us, do you have an estimate of what that would cost annually ? 
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Mr. Reaau. No. The Board of Actuaries has not had an opportu- 
nity and we are not expected to make an estimate. However, I have 
had an opportunity to go over the methods used from which the Civil 
Service Caution made estimates, and I can vouch for those. They 
are made on the best information available and made by highly qual- 
ified people, so I have no basis for saying they are not as accurate as 
you can get. I think they are reasonable estimates of the cost of 
S. 2875. 

Mr. Avexanper. It is your opinion that if Congress appropriates 
a sufficient amount to cover current cost plus interest 

Mr. Reacu. The normal cost rate is that rate which would be suffi- 
cient if you were to set up an entirely separate fund for new entrants 
who will make contributions and for which the Government will make 
contributions throughout their service. The normal cost rate applied 
to their compensation would be enough to provide their benefits. How- 
ever, for employees who did not ag contributions throughout their 
service, and for whom the Government did not make contributions 
throughout their service, there is something more to be added. I say 
the current cost is the amount which I believe is the minimum amount 
required each year to maintain the system on an actuarially sound 
basis. 

Mr. Avexanper. Thank you. 

Mr. Lestnsxi. Mr. Chairman. 

Mr. Davis. Mr. Lesinski. 

Mr. Lestnskr. I have a thought in my mind and I wonder what 
would be your reaction to it. As you know, in all forms of insurance, 
regardless of what they are, the amount of protection you receive is 
a portion of the amount you pay in premiums every month. Is that 
correct ¢ 

Mr. Reagu. That is right. 

Mr. Lestyskt. On this retirement system, would there be any prac- 
tical approach at all whereby an employee may have the prerogative 
of having, say, 4, 5, 6, 7, or even 10 percent deducted in proportion to 
the amount of retirement benefits he may receive at a future date? In 
other words, he would receive retirement benefits according to the 
amount he paid into the fund? 

Mr. Reaau. I doubt that that is a practical approach to a retirement 
system. I think if you were starting a business with all new employees 
and all young employees, that sort of a system might work. It is 
known as a money purchase type of system. Whatever he puts in he 
would get back plus a matched contribution, perhaps, from his 
employer. 

Mr. Lesinsxi. That was just a thought that was running through 
my mind. 

Mr. Reacu. I think in one way you have a system that provides 
somewhat for that. In the civil-service law there is a provision for 
extra amounts employees can put in if they want to and they will get 
extra annuities to the extent that extra amount will purchase. 

Mr. Corzetr. Is there not a limitation on that? 

Mr. Reacu. The limitation, I think, is 10 percent of the individual’s 
earnings. 

Mr. Davis. Do you have any further comments, Mr. Reagh? 

Mr. Reacu. I have a couple comments I would like to make, yes. 
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I know you gentlemen considered a bill some time ago that I believe 
was proposed by the Kaplan Committee. I have always felt very 
strongly that the Federal employees should be included under the 
social-security program, and that the Government should do the same 
by its employees as many thousands of private industries have done. 
Private industries recognize social security, they take it, and they 
supplement the social-security system with their own private retire- 
ment systems. 

Maybe some of you will recall that way back in 1935 when the social- 
security program was first being considered, there was an amendment, 
I think it was known as the Clark amendment, which proposed that 
any private employer who had a system of his own should be exempt 
from social security. The Congress considered that amendment for a 
while, but it became apparent that such a proposal, if adopted, would 
wreck the whole social-security system. There were constitutional 
reasons for which States were exempt, and so on. 

Many of these same groups have later been brought into the social- 
security system. I do not think there was any logical reason ever for 
excluding Federal employees. Many Federal employees work for 
the Federal Government a relatively short time, and they come from 
States or other industries not covered by social security. They work 
for a short time and leave and have no coverage whatever, either 
under social security or the civil service retirement system. There 
are others who, because they are perhaps the accident of their employ- 
ment opportunities, are permitted to retire at age 60 or earlier, and 
they still have an opportunity, under the laws, to obtain the maximum 
social-security benefits after they retire. There are more cases, how- 
ever, of people deprived of any coverage whatever. 

This situation can be taken care of in an equitable manner through 
a coordinated system. It would be far better, in my judgment, in 
relation to S. 2875, from the standpoint of cost and equitable benefits, 
if you let the present law completely alone and put all Federal em- 
ployees under social security and let them have both. The cost would 
be no greater, in my opinion. This is an extremely rough statement 
on my part. 

Mr. Davis. There seems to be an apprehension on the part of a good 
many Federal employees that if that were done it would be an opening 
wedge to get rid of their retirement. 

Mr. Reacu. I do not think that is a danger at all. Many thousands 
of private industries have done that. Pe 

Let me point out that when the Veterans’ Administration provided 
life insurance for veterans, many insurance companies thought it 
would ruin their business, while actually it was a great boon. The 
amount of insurance provided by the Veterans’ Administration was 
not sufficient and it made people generally much more conscious of 
insurance. It was therefore a boon to the private insurance com- 
panies who wrote the additional insurance they desired. Social secu- 
rity, I think, has done the same thing. Private industry has found 
they can supplement the benefits of social security at a reasonable cost, 
and most of them are doing it. It has created much larger benefits 
than otherwise would be provided for the employees. I think it would 
be a very much more equitable system and would remove many of the 
anomalous and inequitable situations that now exist because people 
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do not stay in one place. They work for the Government and for 
others. They are in and out, and that creates a very bad situation 
which could be corrected by a coordinated system, and I think a system 
could be created that would guarantee every employee more than he 
gets under the present system. 

Mr. Davis. And you say it would not add to the cost? 

Mr. Reacu. A system could be written to put all employees under 
social security and give them supplementary benefits which would 
cost less, in my opinion, than under S. 2875. 

Mr. Rees. You mean you would cover all Federal employees under 
social security ? 

Mr. Reacu. Yes, just as private employees are under social security 
but have supplementary private systems of their own. 

Mr. Rerrs. You would continue the same deductions and continue 
the benefits they receive at the present time, and in addition you would 
deduct whatever the social security is? 

Mr. Reacu. If you were to ask me to draft a proposal, there are 
many spots where I would suggest some changes. For example, in 
the case of employee contributions, the employees now pay a pretty 
high rate in relation to other systems. 

Mr. Rees. That is right. 

Mr. Reaeu. I would not propose that they pay 6 percent and in 
addition the social security, which would bring it up to 9 percent, and 
which is too high. §S. 2875 proposes a 1-percent increase. Offhand 
I would say it would be fair to increase the rate to 7 percent, but that 
should be the maximum for both. There are spots in the law that 
would have to be changed in order to effect a proper coordination. 

Mrs. Sr. Grorer. Mr. Chairman, may I ask one question ? 

Mr. Davis. Mrs. St. George. 

Mrs. Sr. Grorce. Under this 7-percent deduction according to your 
plan, would they then get the full benefits of this retirement act as 
well as social security ? 

Mr. Reaeu. Yes. 

Mrs. Sr. Grorcr. And that would be feasible, in your opinion ¢ 

Mr. Reacu. Yes; I think it would be feasible. There are some 
spots I think should be looked at very carefully. I would not want 
to come up with a proposal without very careful consideration. 

Mrs. Str. Grorce. If that is feasible, then this retirement system is 
far out of line; they are not getting enough under this. 

Mr. Reacu. I think the Federal employees who object to it are 
cutting their own throats. I think their fears are unjustified. 

Mr. Lestnsxit. Mr. Chairman. 

Mr. Davis. Mr. Lesinski. 

Mr. Lestnsxt. In Detroit employees in private industry are paying 
5 percent and getting a greater return than are employees under the 
Federal Government. 

Mr. Reacu. You have raised another point I would like to com- 
ment on very briefly, and that is the interest rate. Some years ago I 
objected to the 4 percent automatic interest rate paid on the civil- 
service fund. That was when the going rate was far less than 4 per- 
cent. I objected to that and had many, many memoranda in the file 
objecting to that subsidy. However, I think the situation is now in 
reverse. You have a 3-percent rate. I would say the average rate 
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earned on trust funds at the present time, or insurance company funds, 
insurance companies are receiving 3.4 percent, and our funds, invested 
in blue-chip securities, are earning 334 percent. But you have written 
into the law a 3-percent rate and a provision that the funds must be 
invested in Government securities. I think it would be fairer to tie 
it in to the rates other similar funds can earn. 

Mr. Lestnskt. Is there not a provision that the current rate is to be 
paid ? 

Mr. Reacu. The average rate on Government securities would be 
very unfair because it includes short-term securities and this fund is 
long term. 

Mr. Lestnskr. Should it be 314 percent or 4 percent ? 

Mr. Reacu. I think it should be on a 314-percent basis, because other 
funds of a similar nature are earning 3 hy “percent and more. 

Mr. Davis. Are you one of the members of the Council of Govern- 
ment Actuaries who served on the Kaplan committee ? 

Mr. Reacu. No; I was not. 

Mr. Davis. I notice in his testimony last week Mr. Kaplan said: 

One of the first things I did as chairman of the committee was appoint a 
Council of Government Actuaries on which the Chief Actuary of the Social 
Security Administration was a member, the actuary of the United States Civil 
Service Commission, the actuary of the Treasury Department, the actuary of 
the Defense Department, and an outside consulting actuary who had been a 
Government actuary was our consultant on the actuarial determinations. 

Are you familiar with the Kaplan report ? 

Mr. Reacu. Yes. Some time ago I went all through that report. 

Mr. Davis. What you say now pretty well corresponds to what Mr. 
Kaplan said in his testimony, or are you familiar with that? 

Mr. Reacu. I read it some time ago. I had no part in that Kaplan 
committee. I received his report and read it, and I will say this on 
the subject of coordination, I honestly think that any of the students 
of retirement systems would pretty generally agree on this question of 
a coordinated retirement system. 

Mr. Davis. Any further questions? 

Mr. Ruopes. Mr. Chairman. 

Mr. Davis. Mr. Rhodes. 

Mr. Ruopves. If Federal employees are given social-security cover- 
age as a supplement to their Federal retirement, what would be the 
impact on benefits for retired persons who have social-sec urity cover- 
age only? 

Mr. Reacu. I am not sure I get the gist of your question. 

Mr. Ruopes. There are many people who have only social-security 
coverage ¢ 

Mr. Reacu. When you say many people, what do you mean? 

Mr. Ruopes. I refer to all employed persons who are not covered 
by a private pension system or by railroad or Federal retirement. I 
mean those people whose only coverage for retirement benefits is under 
the social-security system. I want to know what, if any, W ould be the 
effect of your proposal in holding down social-sec urity benefits to 
individuals who do not have coverage under two systems. If social 
security is to be recognized as a supplement to other retirement pro- 
grams, I feel that those covered only by social security will be ad- 
ve ersely affected because of limitations which would result if social se- 
curity is to be accepted as a supplementary retirement program. 
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Mr. Reacu. I do not know what the figures are offhand, but cer- 
tainly private industry, the large employers generally and many 
small ones, have supplementary systems and they are rapidly growing, 
and it will not be long until a relatively few employees will not be 
covered by some system other than social security. It is true there 
will always be some people who will not be covered by anything 
other than social security, but the number is diminishing. 

Mr. Ruopes. You have no idea what the percentage is? 

Mr. Reacu. No. I have not looked at the figures recently, so I 
could not say. But I know it is rapidly diminishing. The growth 
of retirement systems in the United States in the past 10 or 15 years 
has been phenomenal. 

Mr. Lestnsx1. Will the gentleman yield? 

In other words, how much would the Federal employee benefit if 
the present civil-service retirement were used as a supplementary 
benefit on top of social security? If he maintained the same payments 
every month, 6 or 7 percent, how much additional benefit would he get, 
approximately ? 

Mr. Reacu. I would say certainly all employees receiving over 
$4,200—I do not know what proportion earn over $4,200—but the 
primary benefit alone for the individual is $1,300 per annum. 

Mr. Lestnsxt. They would get an additional $1,300? 

Mr. Reacu. That is the social-security benefit. So if they got the 
benefit of civil-service retirement plus social security they would get an 
additional $1,300. 

Mr. Lestnsxt. In other words, it would be $1,300 above the civil- 
service retirement ? 

Mr. Reacu. If they were earning an average compensation above 
$4,200. It would be less than $1,300 where the average compensation 
is less than $4,200. 

Mr. Davis. We are going to have to move along, gentlemen. Thank 
you very much, Mr. Reagh, for your contribution and your answers. 

Mr. Reacu. Thank you, Mr. Chairman and gentlemen of the com- 
mittee. 

Mr. Davis. We have two other witnesses to be heard, the Comp- 
troller General, the Honorable Joseph Campbell, and the Commis- 
sioner of Social Security, Mr. Charles I. Schotland. We have another 
hour, and I think Mr. Corbett has made a good suggestion, that we 
divide up this hour between these two gentlemen. 

I see that you have your prepared statements here which we will 
insert in the record and then let each of you talk about the particular 
parts which you think are most important in your statements. 

Mr. Campbell, will you come around first, please, with the gentlemen 
who are with you. I believe you have with you Mr. Robert F. Keller, 
assistant to the Comptroller General; Mr. Lloyd A. Nelson, Associate 
Director, Civil Accounting and Auditing Division, General Account- 
ing Office; Mr. John H. Martiny, legislative attorney, Office of the 
Comptroller General; and Mr. James M. Campbell, attorney, Office of 
the General Counsel, General Accounting Office. 

Is that correct, Mr. Campbell ? 

Mr. JosepH Campseti. That is correct, Mr. Chairman. 

Mr. Davis. We are very glad to have you with us and we will place 
your statement in the record at this point, and we would like to have 
you discuss whatever portion of it you care to discuss. 
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Mr. Josepn Campsetn. Mr. Chairman, this statement which we have 
prepared has been the joint effort of various individuals in our office 
who are concerned with this problem. We have no particular points 
to stress other than those which we have called attention to in the state- 
ment. We would be very glad to answer whatever questions you have 
to ask. 

Mr. Davis. Inasmuch, Mr. Campbell, as I am sure none of us have 
read your statement and are not familiar with the contents of it, would 
you just highlight it for us, if you care to? 

Mr. JosepH Campse... I would like to read the statement, I think, 
Mr. Chairman. 

Mr. Davis. Very well. 

Mr. Josepu Campseiy, And bring out the highlights of it as I move 
along. 

Mr. Davis. Do you think you can read the entire statement in the 
30-minute period ¢ 

Mr. JosrpH Camppeiy. Yes, I am sure I can, sir. 

Mr. Davis. Very well. 


STATEMENT OF HON. JOSEPH CAMPBELL, COMPTROLLER GENERAL 
OF THE UNITED STATES; ACCOMPANIED BY ROBERT F. KELLER, 
ASSISTANT TO THE COMPTROLLER GENERAL; LLOYD A. NELSON, 
ASSOCIATE DIRECTOR, CIVIL ACCOUNTING AND AUDITING DIVI- 
SION, GENERAL ACCOUNTING OFFICE; JOHN H. MARTINY, LEGIS- 
LATIVE ATTORNEY, OFFICE OF THE COMPTROLLER GENERAL; 
AND JAMES M. CAMPBELL, ATTORNEY, OFFICE OF THE GENERAL 
COUNSEL, GENERAL ACCOUNTING OFFICE 


Mr. JoserH Camppett. Mr. Chairman and members of the com- 
mittee, we appreciate your invitation to present our views on the pro- 
visions of S. 2875, which would revise the Civil Service Retirement 
Act. In addition to commenting on the proposed legislation, it has 
been suggested that we discuss the financial aspects of the civil-serv- 
ice retirement and disability fund, as well as the findings set forth in 
our recent audit report on the fund, which was sent to the Congress 
on January 27, 1956. 


CIVIL SERVICE RETIREMENT SYSTEM 


The Federal Government has been a pioneer in providing retire- 
ment benefits for its employees. It has had a retirement plan for 
many years—long before the Social Security Act became operative. 
The Civil Service Retirement Act was designed to provide retirement 
benefits for career employees without the need for any other plan to 
augment retirement income. It is a plan that produces for the career 
employee a retirement benefit exceeding 50 percent of pay for em- 
ployees having 34 or more years of Federal service. Employees who 
devote an entire working career to Federal employment, for example, 
from age 22 to 62, may retire on a benefit at least equal to 60 percent of 
the high 5-year average salary earned in Federal Government. 

There is no doubt that a generous, but reasonable, survivor and re- 
tirement plan for all Federal employees is an incentive to attract and 
retain able employees. The civil service retirement system, as it now 
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stands, generally compares favorably, as a retirement plan, with the 
retirement plans of private industry. On the other hand, it is behind 
private industry, which has the social-security system, in providing 
survivor benefits. 

GAO AUDIT REPORT 


A report of the General Accounting Office audit findings relating to 
the civil-service retirement and disability fund for the fiscal years 
1954 and 1955 was recently sent to the Congress. Your committee in- 
corporated this report as part of House Document No. 350, 84th Con- 
gress. We wish to say that in making our audit we received complete 
cooperation from the Civil Service Commission. Our audit dis- 
closed no significant deficiencies in the administration of the Retire- 
ment Act by the Commission. 

Our audit report contained three recommendations for congres- 
sional action to remove certain inequities permitted by the present 
law. First, we recommended that no credit be allowed for any period 
of service for which a refund is received from a Government retire- 
ment system until such time as the employee deposits into the fund a 
sum equal to the refund plus interest. This would be corrected by 
section 4 (d) of S. 2875. Second, we recommend that the limitation 
on leave without pay creditable for retirement pur poses be changed 
from 6 months in each calendar year to 30 calendar days in any period 
of leave without pay. S. 2875 does not carry out this recommendation. 
Third, we recommended that in computing civil service retirement an- 
nuities no credit should be allowed for any period of military serv- 
ice if an employee is receiving military retired pay—other than cer- 
tain disability retired pay and Reservists retired pay under title III, 
Public Law 810, 80th Cunue ess. Ina decision of the Court of Claims 
in 1953, an applicant for a civilian annuity was allowed credit for 
his military service which was in excess of that upon which his mili- 
tary pay was computed. The Commission has since denied nine simi- 
lar cases. It is our view that no person—except a Reservist retiring 
under title ITI of Public Law 810—who is receiving military retired 
pay based upon length of service should be allowed credit for any 
part of his military service for civilian retirement purposes. S. 2875 
does not carry out this recommendation. 

Our audit was not directed to an evaluation by actuarial methods, 
or otherwise, of the liabilities of the civil service retirement fund, 
or of the resources which are, or are expected to be, available to the 
fund. We, therefore, have developed no independent information 
relating to the financial position of the fund. However, from limited 
observations we believe the reports of the Board of Actuaries of the 
civil service retirement and disability fund are made on a reasonable 
basis. Table 2 of the 34th Annual Report of the Board shows that 
an appropriation of nearly $10 billion would be required to meet the 
accrued liabilities as of June 30, 1953. We understand that this 
amount has since increased to over $13 billion. Of course, the full 
faith and credit of the Government has been pledged to meet the obli- 
gations incurred under the Civil Service Retirement Act. Conse- 
quently, notwithstanding the deficiency in the fund, we can assume 
that the system is solvent, and as financially stable as the full faith and 
credit of the Federal Government. 
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NORMAL PLUS INTEREST METHOD OF FINANCING 


It has been suggested that we furnish comments regarding the 
“normal plus interest” method of financing the retirement system. 
The Retirement Act does not set a definite percentage of payroll con- 
tribution rate to be paid by or accrued against the Government, but 
provides that an estimate of the appropriation necessary to finance 
the fund be submitted each year to the Bureau of the Budget. The 
Board of Actuaries which evaluates the fund periodically has recom- 
mended that these appropriations consist of two elements; namely, a 
normal contribution and interest on the deficiency contribution. The 
normal contribution rate, expressed as a percentage of payroll, is the 
average percentage of the salaries of all new employees that is re- 
quired to be calculated from the time they enter service until they leave 
service in order to determine the amount of funds needed to pay their 
retirement and survivor benefits. Part of this normal rate is met 
by the employee’s contribution (now 6 percent of payroll) and the 
remainder represents the normal rate (now estimated at about 5 per- 
cent) that is to be assumed by the Government. 

The interest on the deficiency contribution is simply the annual sum 
calculated by multiplying the deficiency principal by an interest fac- 
tor, and dividing this sum by the annual Federal payroll to arrive at 
the payroll rate applicable to gross payrolls. This latter rate ap- 
lied to payroll costs results in determining the theoretical interest 
costs on the deficiency. The deficiency interest factor under current 
law is approximately 4.5 percent of gross payroll. The accrual of the 
interest on the deficiency will theoretically make it unnecessary to 
take any action regarding liquidation of the deficiency. If the interest 
on the deficiency is not paid then such interest is added to the de- 
ficiency. The term “plus interest” means that the deficiency will be 
retained in perpetuity, and interest will be calculated on the deficiency 
to determine what the interest income would have been had the de- 
ficiency been appropriated to the fund. Thus, the “normal cost” and 
“interest on the deficiency” results in the term “normal plus interest.” 

What has caused the deficiency of over $13 billion in the fund? A 
common impression is that the Government had appropriated amounts 
equal to what the employees have contributed there would be no de- 
ficiency. This impression is correct in only a limited degree. Had 
the Government appropriated amounts equal to the employees’ con- 
tributions, the deficiency would have been possibly $2 billion less, still 
leaving a tremendous deficiency. The deficiency was created largely 
by several circumstances or actions, stemming primarily from sub- 
stantially improved benefits provided by the Congress to Federal em- 
ployees. Some of these are: 

First, the formula for calculating benefits is based on length of serv- 
ice and high 5-year average salary. Employees under the plan when 
it was established included those with prior service without corres- 
ponding payments to the fund. Thus, the fund started with a de- 
ficiency. Interest was not paid on the deficiency and therefore the 
principal of the deficiency was further increased. 

Second, and an important reason, is the general increase in salary 
levels in recent years. Today an employee’s high 5-year average salary 
normally would be based upon amounts earned in years occuring sub- 
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sequent to the recent increases in statutory salary levels. However, 
much of the employee’s total service may have been rendered at a time 
when salaries were substantially lower. Consequently, the retirement 
deductions for those earlier years were based on much lower salaries 
than the high 5-year average salary upon which his annuity would be 
based. 

Third, there have been many liberalizations in the benefits provided 
by the system, such as survivor annuities, early retirement, disability 
benefits, increases to persons on the annuity rolls, and employee sur- 
vivor benefits, all of which increased the costs, yet none of which were 
reflected in contributions during earlier years to underwrite the greater 
benefits of recent years. 

The net result is a large deficiency which in effect is guaranteed by 
the Federal Government. There then arises the question of appro- 
priating for this deficiency, which actually is in the nature of an ac- 
count receivable of the fund. Since the fund does not need the cash 
at this point in time to pay future benefits, there appears to be no harm 
in allowing the deficiency to be considered as an account receivable of 
the fund and having the interest accrual calculated thereon, but de- 
ferring the appropriation action for the principal of the deficiency 
and the interest thereon until the funds are needed. 

Mr. Davis. Let me interrupt you right there. You suggested that 
not only the principal of the deficiency be not paid, but that the interest 
upon it be not paid also. 

Mr. JosEPH Paseemena. That is correct, sir. 

May I continue? 

Mr. Davis. Yes. 

Mr. JoserH CAMPBELL. However, it is our view that the amount of 
the deficiency, including unpaid interest thereon, should be considered 
as a Federal liability owing to the fund and should be reflected as a 
liability on the Treasury Department books. The deficiency of the 
fund comes close to being a contractual matter between the Govern- 
ment and the employees. “The failure to record and report the liability 
is a failure to disclose a significant Federal liability. 

We are in agreement with the “normal plus interest” method of com- 
puting cost of the retirement system, but, as stated, the deficiency and 
the “normal plus interest” costs are not now adequately disclosed in the 
Government accounts and reports. 


APPROPRIATIONS TO THE AGENCIES FOR NORMAL COSTS 


Section 4 (a) of the bill provides for withholding of 7 percent of 
basic salary beginning with the first pay period after December 31, 
1956, and provides for contribution of a like amount from the appro- 
priations to the agencies beginning with the first full pay-period after 
June 30, 1957. This provision will essentially result in the normal 
costs being financed currently by the employee and the Government and 
in slowing the pace of the increase in the deficiency of the fund. It 
will make: agency management more directly aware of the normal costs 
of the sy stem and the total costs of personal services. The plan is con- 
sistent with action now taken on those Federal employees covered by 
social security and Federal group life insurance. 
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COORDINATION BETWEEN CIVIL SERVICE AND SOCIAL SECURITY 


We have felt that the proper approach to the retirement problem 
is on the basis of coordination between the civil-service retirement sys- 
tem and the social-security system. However, assuming that the Con- 
gress does not plan to adopt this approach at the present time, our 
comments are made on the basis of the approach of $ 2875. 


INCREASED COSTS UNDER 8. 2875 


The Civil Service Commission estimates the cost of the present 
retirement law to be 15.42 percent of payroll, including interest on 
the deliciencv. Most of the changes proposed by S. 2875 add to that 
cost, and would result in total costs of about 20.5 percent of payroll. 
Seven percent would be paid by the employees and 13.5 by the Gov- 
ernment. About one-half of the increased cost arises from the annuity 
percentage rate increase from 114 to 2 percent for those years of 
service in excess of 5. The remaining increase arises principally 
from the provisions for retirement after 30 of service regardless of 
age, with only a relatively small reduction in annuity for such early 
retirement and the 50 percent of annuity benefit to a surviving spouse 
with no payment, or only a token payment, by the annuitant. 

These increased costs are estimated by the Commission to be $454 
million a year; $90 million would be borne by the employee and $364 
million would be borne by the Government. There is attached, as 
exhibit A, a table prepared by the Commission analyzing these costs 
by features of the bill. 


SURVIVOR PROTECTION 


The survivor benefits under the current Civil Service Retirement 
Act for widows and children are generally recognized as being inade- 
quate, particularly during the first years of Federal service. “During 
the first 5 years there is no protection whatever and it takes a con- 
siderable number of years beyond the first 5 years before survivor 
benefits begin to approach 50 percent of what ‘social security would 
pay. For ‘example, under the Civil Service Retirement Act, a sur- 
viving widow and 2 children of an employee having 15 years of Fed- 
eral service with a high 5-year average salary of $4,500 receives 
$1,050, per year. 

Social security pays a widow of an employee with an average 
salary of $4,200 per year with 2 children, $2,400 a year; in other 
words, almost 214 times as much, after only 6 quarters of covered 
employment. 

S. 2875 does not eliminate the present lack of survivor protection 
during the first 5 years of Federal service, and only partially elimi- 
nates the inadequacy of protection after 5 years of service. 


DUPLICATE BENEFITS 


There is a situation now prevailing whereby Federal employees 
in advanced years may retire from Federal service with a substantial 
annuity, then work in covered social-security employment for a short 
period of time and become eligible for a second benefit at near the 
maximum rate under the social-security system. This situation will 
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clear up several years from now, provided there is no new start date 
under the Social Security Act, but at present there exists opportunity 
for Federal employees who retire from the Government after long 
Federal service to enter employment covered by social security and in 
a short time become eligible for substantial social-security benefits. 

For example, a Federal anaes currently retiring on 60 percent 
of pay at age 62 can proceed into private employment covered by 
social security and acquire a second retirement income with a rela- 
tively few years of work covered by the social-security system. Cur- 
rently, this retirement income may be substantially as high as that 
afforded another worker who devoted all of his lifetime to commercial 
employment and who paid social-security taxes since 1937. The result 
is payment from 2 sources administered by the Government when 
the larger of the 2 payments can be considered sufficient. It seems 
doubtful that there is a need to provide a substantial social-security 
benefit to the individual who is already receiving 50 or 60 percent of 
his high 5-year average pay in the form of a civil service retirement 
annuity. 

S. 2875 would not correct this situation. We do not believe that sub- 
stantial social security benefits, based upon limited social security 
coverage, should be allowed when the beneficiaries are also receiving 
substantial annuities from the civil service retirement system. The 
present situation is the result of the enactment of social security legis- 
lation establishing start dates to be used in the computation of social 
security benefits rather than any provision in the Civil Service Retire- 
ment Act. Present law and S. 2875 make it possible for some surviving 
widows and children to be ineligible for any survivor benefits, while 
others may receive benefits under both systems. 


MOVEMENT OF PERSONNEL IN AND OUT OF GOVERNMENT 


Under the present retirement act there is no survivor protection for 
an employee after he leaves the Federal service. 

We understand that there are between two and three hundred thou- 
sand individuals who enter Federal service each year and come under 
the retirement act and like members who leave the Federal service each 
year. While these individuals are in Federal service they are not 
acquiring any social security protection. The result is the social secu- 
rity coverage they may having acquired prior to Federal service or the 
coverage they may acquire thereafter is diluted by reason of employ- 
ment with the Federal Government. As we mentioned a few moments 
ago, during the first 5 years in Federal service an employee acquires no 
survivor protection. Consequently, his family is unprotected in the 
event of the death of the employee, except for such benefits as they may 
receive from the Federal group life insurance system and any survivor 
protection earned from prior employment which was covered by the 
Social Security Act. In contrast, an individual moving from one com- 
pany to another in private employment continues to have social security 
protection, regardless of the number of moves he makes so long as he 
continues in employment covered by the Social Security Act. When 
an employee leaves the Federal service, after several years of Federal 
employment and enters private employment, he then finds that it may 
require six quarters of coverage before he has survivor protection for 
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his family. He suffers a financial penalty for having served the Fed- 
eral Government. 

S. 2875 does not eliminate the defect in protection for employees 
moving in and out of the Federal service. We believe that considera- 
tion should be given to correcting this situation. 


INTEREST RATES 


_ We are in accord with section 17 of S. 2875 relative to interest on 
investments of the retirement fund. The interest rates on the fund, 
as well as other Federal trust funds invested in Treasury obligations, 
should be set at rates reflecting the rates paid by the Treasury to the 
public on obligations having similar term requirements. Any higher 
interest rates merely provide a Federal payment to the fund under the 
guise of interest. We recommend that the present provisions of section 
17 be retained. 


REASONABLE BENEFIT RATES 


It is our view that there should be a reasonable balance between 

what the employee and the Government are required to put into the 
ana and the amount an employee, or his survivors, obtain from the 
rlan. 
Under the provisions of S. 2875, a person working for the Govern- 
ment from age 25 to age 60—35 years service—would receive upon re- 
tirement a yearly annuity equal to at least 67.5 percent of his high 5- 
year average salary. A male employee retiring at age 60 has a life 
expectancy of approximately 16 years. If this employee had a high 5- 
year salary average of $4,500 then his retirement pay would be $3,050 
a year for total annuity payments of $49,000. Assuming a high 5-year 
average of $4,500 per year, it may be reasonable to assume that the 
average annual lifetime Federal pay of such individual would be 
$3,600, so earnings may have been approximately $126,000 over the 35- 
year working lifetime. The total retirement income of $49,000 in rela- 
tion to working earned pay of $126,000 would result in retirement in- 
come equal to 39 percent of earned pay. The present law would pro- 
duce 54.4 percent of high 5-year pay for an annual retirement income, 
in the above illustration, of $2,450 per year and total retirement income 
of $39,000—31 percent of earned pay. 


EARLY RETIREMENT 


The provisions of S. 2875 providing for early retirement are of 
extreme importance. Our life span is constantly increasing. More 
and more people reach age 70 or more and therefore early retirement 
at age 50 or 55 results in loss of productive effort to the Government. 
Early retirement also results in a heavy financial cost to the retire- 
ment fund. We believe that the relatively small reductions inannu- 
tities provided for in S. 2875 in cases of early retirement are too low. 
For example, an employee retiring at the age of 55 would have his 
annuity reduced by only 614 percent as compared with a reduction of 
15 percent under present law. Also, the bill would permit retirement 
at any age with 30 years of service, with only a limited reduction in 
annuity in relation to the benefit obtained. If a male employee 
retired at age 50 with 30 years of service, he would take a reduction in 
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annuity of only 1614 percent. He would receive this annuity for 24 
years on the basis of current mortality experience. It would seem 
unnecessary to begin paying a civilian employee an annuity at a point 
in life when he has many productive and useful years ahead. It would 
be more appropriate not to begin paying retirement annuities until 
at least age 60, unless the employee take a reduction in annuity which 
would be at a rate designed to absorb a substantial portion of the in- 
creased cost due to early retirement. S. 2875 provides greater total 
benefits to employees who retire early than is provided to employees 
who render service for several additional years. 

Using the same illustration as used a moment Ag0, but assuming 
retirement at age 55, under the provisions of S. 2875, the annuitant 
would draw retirement for 20 years for a total of $ $57,000 which is 
45 percent of the total earned pay of $126,000. 

Let us further assume that this employee with a high average sal- 
ary of $4,500 retired after 30 years of service, at the age of 50. He 
would have earned $108,000 in his 30 working years, and would retire 
on an annual annuity of $2,178 which would continue on the basis of 
life expectancy for 24 years for a total retirement income of $52,000. 
In this case, which we believe would be typical for retirement at age 
50, the total retirement income of $52,000 after age 50 would be 48 
percent of the earned income of $108,000 before age 50. 


SURVIVOR BENEFIT TO WIDOW WITH LITTLE OR NO PAYMENT 
BY THE ANNUITANT 


Section 9 (f) of S. 2875 provides a surviving widow with an annuity 
equal to 50 percent of the first $2,400 of the annuity of the retired 
employee, without any cost to the annuitant. If employee’s annuity 
exceeds $2,400 then he may provide his surviving spouse with an in- 
creased annuity by taking a reduction of 10 percent of the excess over 
$2,400. 

We consider this provision to be too liberal. The majority of em- 
ployees who retire will receive an annuity not exceeding $2,400. Con- 
sequently, in a majority of cases the survivor benefit | payable under 
section 9 (f) would be free to the annuitant. This benefit to the 
widow or widower of an annuitant would add substantial cost to the 
retirement system. The Civil Service Commission estimates the cost 
of this provision to be $112 million per year, or 1.2 percent of payroll. 

Under current law, the annuitant who wishes to provide a 50 per- 
cent annuity to his surviving widow must accept a 5 percent reduction 
on the first $1,500 of his annuity and 10 percent reduction on the 
reduction on the remainder of his annuity. Approximately two- 
thirds of the male annuitants make such an election. Retired military 
personnel are able to provide an annuity for their surviving widows 
through the Uniformed Services Contingency Option Act of 1953. 
Under that act, the retired military man takes a reduction in his mili- 
tary retired pay in order to purchase an annuity for his wife in the 
event she survives him. Enactment of section 9 (f) of S. 2875 in its 
present form would certainily provide a basis for military personnel 
to seek legislation to provide the same free protection to surviving 
widows of retired military personnel. 
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SHARING 





OF COSTS 


As stated, the Commission estimates that S. 2875, as passed the 
Senate, will cost $454 million more than present law, and will bring 
the normal plus interest costs to approximately 20.5 percent of payroll 
on a level basis. This is an increase of approximately 5 percent of pay- 
roll, consisting of 3.44 percent for normal costs and 1.64 percent for cost 
of interest on the deficiency. S. 2875 provides that $90 million will 
come from the employees and $364 million will be paid by the Gov- 
ernment. The questions of how much the employees should con- 
tribute to the retirement fund and the types and levels of benefits 
are policy matters for determination by the Congress. In making 
those determinations it should be realized that even when the increase 
in normal costs is shared equally by the Government and the em- 
ployee, the Government alone must stand behind the increase in 
interest on the deficiency, with the result that the Government bears 
twice as much as the employee. For the use of the committee, we 
have attached, as exhibit B, tables showing various possible combi- 
nations for sharing of costs by the Government and the employees. 
These tables indicate the estimated amounts which would be available 
for increased benetits under each of the matching combinations. Three 
of the tables have been prepared on the basis of the Government 
and the employees sharing equally increased normal costs, and three 
tables have been prepared on the basis of the Government and the 
employees sharing equally all normal costs. 


RECOMMENDATIONS 


We offer the following recommendations for consideration of the 
committee : 

1. Consider including in the bill provisions to carry out the rec- 
ommendations made in our audit report on creditable service during 
periods of leave without pay, and limiting the allowance of credit 
for military service for civilian retirement purposes when military 
retired pay is being received. 

Consider modification of the provisions of S. 2875 with regard 
to retirement at any age after 30 years of service. We believe the 
present provisions of law which allow retirement after 30 years of 
service at age 55, or higher, with a reduction in annuity of one-fourth 
of J percent per month for each month under age 60 is equitable. 

Consider retaining the present provisions of law relating to 

véden ed annuities for surviving widows. 

4. Consider elimination of the provision for an immediate annuity 
to a widow, regardless of age, of an employee dying in service. We 
doubt the necessity for providing such an annuity when there are 
no surviving children, unless because of physical or mental disability 
the widow is unable to work. 

As a means of preventing overlapping civil-service retirement 
and social-security benefits to survivors of Federal employees, and 
preventing to some degree gaps in survivor protection, we suggest 
consideration of the following two proposals, both of which would 
add a small amount to the cost of the bill, without financial interchange 
with social security trust fund. 
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(a) Provide that benefits for surviving widows and children of 
employees will always be calculated first on the basis of the formula 
expressed in S. 2875, and second on the formula expressed in the 
Social Security Act, treating Federal service as if covered by the 
Social Security Act. The Civil Service Commission would pay the 
higher of the calculated amounts, less any amount being paid by 
social security. Such a provision would assure survivor protection 
to widows and children of all Federal employees at a level at least 
equal to the social-security level and for some long-term employees 
at an amount greater than the social- security level. 

(b) Provide protection equal to the minimum social-security sur- 
vivor benefit for the wife and children of each Federal employee 
for a period not exceeding 18 months from the date of the employee’s 
separation from a position subject to the Civil Service Retirment 
Act. Such benefit to be payable provided (1) the deceased employee 
would have been covered under the Social Security Act if Federal 
employment had been considered as covered social-security employ- 
ment, (2) his survivors are not otherwise eligible for social-sec urity 
survivor benefits, and (3) the employee did not withdraw his con- 
tributions from the retirement fund. 

We have also attached, as exhibit C, additional comments on certain 
specific provisions of the bill. We would appreciate consideration 
of those comments by your committee. 

We hope that our comments today will be of help in considering 
the legislation before you, and that during this session of Congress 
there will be enacted into law amendments to the Civil Service 
Retirement Act which will improve the retirement system on a basis 
that will be equitable to all concerned. 


EXHIsit A 


Estimated added annual costs of major changes in the Civil Service Retirement 
Act under S. 2875 


Item | Added annual 
cost 


| Retirement after 39 years of service at any age, with lower reduction | $51, 000, 000 
} | Immediate annuities on involuntary separation after age 50 and 20 years of service 5, 000, 000 
9 | Liberalized annuity computation formula . ; 240, 000, 000 
| Minimum disability benefit 17, 000, 000 

| Immediate annuities to widows and dependent widowers of employees dying in 
service i 2, 000, 000 
Larger children’s annuities_ 2 9, 000, 000 
Annuities to surviving spouses of retiring e mploye ees__ 112, 000, 000 
| Larger refunds and lump-sum payments due to higher employee de ductions_- 20, 000, 000 
Elimination of interest on refunds and lump-sum payments me , : 4 12, 000, 000 


Total added annual cost__....-..-.-.----- ‘ 454, C00, 000 


DISTRIBUTION OF TOTAL ADDED ANNUAL COST 


Added annual employee cost due to increase from 6 percent to 7 percent in deduc- 
tion rate. selene ceil : are 90, 000, 000 
Added annual Government cost_----------__- eS tree 364, 000, 000 


NE ee eae ; aaa ; 454, 000, 000 


Prepared by the U. S. Civil Service Commission. 


80207—56 16 


































936 REVISION OF THE CIVIL SERVICE RETIREMENT ACT 


Exursit B 


COMPARISON OF Costs UNDER VARIOUS COMBINATIONS OF GOVERNMENT-EMPLOYEE 
SHARING OF NORMAL Costs 


Annual costs under the present Civil Service Retirement Act according to the 
Civil Service Commission are: 








Normal costs Deficiency costs Total costs 





Dollars (in | Percent of Dollars (in | Percent of | Dollars (in 


Payable by— 
Percent of 
| 











payroll millions) payroll millions) payroll millions) 
Employees.......-...--------| 6. ot eer Soe. Ro de | il $537 
Government-- atauiie~ben 4.92 440 | 4. 50 $403 | 9. 42 843 
Total... 10. 92 | 977 | 4. 50 | 403 | 15. 42 1, 380 


| 





Assume that any increase in normal costs is to be shared equally by the em- 
ployees and the Government, and there is to be a one-half percent increase in 
employees contributions rate, an additional amount of approximately $135 mil- 
lion annually would be available for liberalized benefits. The annual level costs 
and the annual increase in level costs on this basis would be: 















































Normal costs | Deficiency costs Total costs 
| ee SO | ee = _— 
Percent of | Dollars (in | Percent of | Dollars (in | Percent of | Dollars (in 
payroll millions) | payroll millions) payroll | millions) 

| } | | 
plies A cchonthdpieendicticaliteleds heclgehtecchibiladenctdl detlibancabatiek tee bcd iek hSeikbteattehhect~ bhebbded —_ as 

Annual costs payable ll | 
Employees. ---- plo 6. 50 a =a | 6. 50 582 
Government... ----------- 5. 42 | 485 5. 00 | 448 | 10. 42 933 
Po necsnccutoteas 11. 92 | 1,067 5.00 | 448 | 16. 92 | 1, 515 

Annual increase payable ” — | . ee pres 

Employees. -.---.-.-- ee . 50 OO Rs cen eneme | ss tiiacabiaibi | . 50 45 
Government.......-...--- . 50 45 50 | 45 | 1.00 90 
I italia 1.00 | 90 | . 50 | 45 | 1.50 135 


Assume that any increase in normal costs is to be shared equally by the em- 
ployees and the Government and there is to be a 1 percent increase in employees’ 
contribution rate. An additional amount of approximately $270 million annually | 
would be available for liberalized benefits. The annual level costs and the annual 
increase in level costs on this basis would be: 





























| | 
| Normal costs Deficiency costs Total costs 
| | 5) | — 
Percent of Dollars (in | Percent of | Dollars (in| Percent of | Dollars (in 
| payroll millions) payroll millions) | pay roll | millions) 
—_ — | —-——-— | --—-—— — 
Annual costs payable by— —,. 
Employees ‘i — 7.00 627 7.00 627 
RPOVERINGES.. . concensus 5.92 530 11. 42 | Seekl 1,023 
Total_-- chalscabnineainattie: S 12. 92 1, 157 | 18. 42 | 1, 650 
Annual increase payable by— a “™ . | = 
Employees... 1.00 | 90 1. 00 90 
Government. abana 1. 00 | 90 | 2.00 | 180 
Total_.._- aiegaed 2.00 180 | 3.00 | 270 
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Assume that any increase in normal costs is to be shared equally by the 
employees and the Government and there is to be a 14% percent increase in 
employees’ contribution rate. An additional amount of approximately $405 
million annually would be available for liberalized benefits. The annual level 
costs and the annual increase in level costs on this basis would be: 


” 


— an ——— a — ee — 


Normal costs | Deficiency costs Total costs 


a 
Percent of | Dollars (in | Percent of | Dollars (in | Percent of | Dollars (in 
payroll millions) | payroll millions) payroll | millions) 


Annual costs payable by— 
Employees 7.2 $672 | 7. 50 | th 
Government 5. 43 515 


Annual increase payable by— 
Employees. - 
Government 





Assume that all normal costs are to be shared equally by the employees and 
the Government and there is to be no increase in the employees’ contribution 
rate. An additional amount of approximately $145 million annually would be 
available for liberalized benefits. The annual level costs and the annual increase 
in level costs on this basis would be: 


Normal costs Deficiency costs Total costs 


Percent of | Dollars (in | Percent of | Dollars (in | Percent of | Dollars (in 
payroll | millions) | payroll | millions) | payroll millions) 





Annual costs payable weil 
SID non dcncceunatves 6.00 
Government 6. 00 





12 00, 

Annual increase payable by— my 
Employees abide tearm dint 
Government 1.08 


1.08 











Assume that all normal costs are to be shared equally by the employees and 
the Government and there is to be a one-half percent increase in employees’ con- 
tribution rate. An additional amount of approximately $280 million annually 
would be available for liberalized benefits. The annual level costs and the 
annual increase in level costs on this basis would be: 


Normal costs Deficiency costs | Total costs 


| Percent of Dollars (in Percent of | Dollars (in | Percent of | Dollars (in 
payroll millions) payroll millions) payroll millions) 


Annual costs payable by— 
Employees 6. 50 | $582 |....- = 5. 50 | $582 
Government 6. 50 | 582 5. $496 | 1,078 


13. 00 | 41 164 5.! 96 | Lf 1, 660 


Annual increase payable by— | 
Employees _.......--- - 50 | 45 
Government 1. 58 | 142 


2.08 | 187 | 
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Assume that all normal costs are to be shared equally by the employees and 
the Government and there is to be a 1-percent increase in employees’ contribution 
rate. An additional amount of approximately $415 million annually would be 
available for liberalized benefits. The annual level costs and the annual increase 
in level costs on this basis would be: 























| Normal costs Deficiency costs Total costs 
ceeniatiintinianaentit tattle - =s - | s — 
Percent of | Dollars (in Percent of | Dollars (in | Percent of | Dollars (in 
payroll | millions) payroll | millions) payroll millions) 
— — icles) tia) <i a rea oman ‘ti ee 
Annual costs payable by | 
Employees-.-- 7.00 oe een’ | 7. $627 
Government- 7. 00 627 6.01 | $541 | 13. 01 1, 168 
ees Soe ati) 14.00 | 1, 254 | 6.01 | 541 20.01 1, 795 
Annual increase payable by— 
Employees. -.-- -- sont 1.00 | OR cccccectn ewesteie 1.00 $90 
Government. bid 2. 08 | 187 | 1. 51 | 138 | 3. 59 325 
Wi ited ieee hoe’ 3. 08 277 | 1.51 | 138 4. 59 415 
| 
' 





EXHIBIT C 


ADDITIONAL COMMENTS PERTAINING TO SPECIFIC PROVISIONS OF S. 2875 as It 
PASSED THE SENATE 


The following comments and recommendations apply to various provisions 
of the bill that are not covered by the general observations contained in the 
body of the statement. 


Section 1(a) 
We recommend that the bill specifically exclude employees of nonappropriated 


fund activities who are excluded from the present law under 5 United States 
Code, section 150k. 
Section 1(9) 

The terms “disabled” and “disability” are defined in relation to useful and 
efficient service in the grade or class of position last occupied by the em- 
ployee. This permits an employee who is able to perform useful and effi- 
cient service in a lower grade position to become eligible for disability retire- 
ment. We believe this provision may be too liberal since it would permit a 
disability retirement for an individual in a given classification grade for which 
he no longer is able to render service, although that individual is capable of 
rendering service in a lower grade or in private employment. It would appear 
that disability retired pay should not be permitted if the individual is capa- 
ble of gainful employment in or out of Government at a wage or salary rate 
that exceeds the amount of disability retired pay. 


Section 3 


We recommend that this section be rewritten to enumerate specifically those 
periods of service creditable for retirement purposes under the bill and those 
periods which shall not be creditable. Also we recommend that credit for leave 
without pay be restricted to a total of 30 calendar days in any single period of 
leave without pay except in the case of a substitute postal employee whom we 
recommend be granted credit for any quarter in which he receives salary. 
section 4(a@) 


We recommend the omission of reference to the Comptroller General as 
being unnecessary in view of our general authority to approve accounting 
standards. 

Section 4(f) 

We think consideration should be given to omitting the requirement under 
section 4(f) for the entering in individual retirement records of all deposits 
and deductions required under this section. We feel that the method of 


recording such deposits and deductions should be left to the discretion of the 
various agencies and the Civil Service Commission. This would enable the 
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utilization of such improved methods of recordkeeping that may from time to 
time be developed. 


Section 7(d) 


This section may be too liberal in connection with restoration of earning 
capacity in that it permits continuation of a disability annuity for 2 full years 
during which an annuitant’s earning capacity must have been restored plus 1 
year from the date of determination. Also, by reason of the definition of “dis- 
ability” under section 1(g), an employee could receive a disability annuity for 
3 years even though he could earn 80 percent of his salary immediately in a 
lower grade position or in outside employment. We believe consideration should 
be given to a more stringent requirement for disability annuity. See the com- 
ments under section 1(g). 

Section 7(f) 

Under this provision—and as under existing law—a person receiving com- 
pensation for the loss of a member or function of his body in accordance with 
5 United States Code, section 755, who thereafter is retired on account of a 
different disability prior to the expiration of the period during which the bene- 
fit is payable under the cited code provision may not receive a disability an- 
nuity and compensation for loss of the member or function of his body for 
the same period of time. We suggest that consideration be given to amend- 
ing this subsection so that the restriction will not apply to this type of case. 

We have certain objections to the present provisions of this section. As pres- 
ently worded, an annuitant now on the rolls could be reappointed, work 1 year, 
and have his annuity recomputed on the basis of the liberalized formula con- 
tained in section 9 (a). For example, an employee who, under present law, 
retires after 30 years’ service at age 60 with a high 5-year average salary of 
$5,000 would receive annual annuity of $2,250. On the other hand, if S. 2875 
were enacted in its present form and thereafter this annuitant were reappointed 
at age 61 and were to work 1 year and again retire, at age 62, his annual an- 
nuity on the basis of section 18 (b) would become $2,975. This annual increase 
of $725, if based upon a life expectancy of 15 years, would produce an aggregate 
increase in annuity of over $10,000 made possible by the 1 year’s service. 

Another objection to the section involves the case of an annuitant who re 
tires on a reduced annuity at age 55 after having completed 30 years’ service. 
This section conceivably could be construed so that this annuitant at age 59 
could be reemployed, serve 1 year until 60, and then retire on a full annuity. 

Still another undesirable situation is one involving an employee who elects to 
receive a reduced annuity to provide survivor protection for a wife and the 
wife dies prior to annuitant who is reappointed to a position under the retire- 
ment act. Section 13 (b) is susceptible to the interpretation that after reemploy- 
ment for 1 year, the employee might retire on a full annuity with no survivor 
reduction. 

It is our view that in case of reemployment of annuitants, the individual annui- 
ties should be computed as of the time of the employees’ subsequent retirement 
in the following manner: 

(1) That portion of the annuity representing service prior to reemployment 
should be paid in the same amount that would have been payable had the an- 
nuitant not been reemployed. 

(2) That portion of the annuity representing service subsequent to reemploy- 
ment should be computed and paid under the law in effect at the time of the 
subsequent retirement without regard to prior reductions or elections. 

Section 15 (b) 

We recommend that the words “bad faith or lack of due care” be substituted 
for the word “fraud” in the last line of this subsection. This change would 
conform the language to the standard now prescribed for relief purposes by the 
act of August 11, 1955 (69 Stat. 687). 





Mr. JosepH CampsetL. Mr. Chairman, the gentlemen here with me 
and myself would be very glad to expand on this statement or to 
answer any questions you may have. 

Mr. Rees. Mr. Chairman. 

Mr. Davis. Mr. Rees. 

Mr. Rees. I would like to ask one question. 

Approximately what would the program suggested by your recom- 
mendations cost the Government per year ? 
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Mr. JosepH CamesetL. Mr. Nelson, would you answer that? 

Mr. Netson. We were not able to provide an estimate on it, but we 
would expect that it would be a very nominal sum. In the first place, 
the benefit provided to the survivors of an employee during the first 5 
years would be offset by any benefits he would get from the social- 
security sy stem which carried over from that system. The folks in 
the Civil Service Commission estimated the larger children annuities 
in section 10 of the bill at about $9 million. We feel the two sugges- 
tions made in our recommendation 5 would not exceed the $9 million 
on a level annual cost basis. 

Mr. Lestnskt. I have two brief questions. First, there is talk here 
this morning about bringing in civil-service employees under social 
security. How much additional cost on the Federal Government 
would there be if the two plans were brought into being together? 
The other question is, you mentioned that the military might want to 
come in under the new personnel bill. How much would the addi- 
tional cost of that be ? 

Mr. JoserH CampBe.L. On the first question, I think we should make 
it clear that you are talking in terms of the employee and the Govern- 
ment putting in 2 percent each for social security. 

Mr. Lestnskr. Yes. 

Mr. Netson. Are you suggesting that they be coordinated on a plan 
similar to the Kaplan committee ‘proposal, for example ? 

Mr. Lestnskt. Yes. 

Mr. Netson. I think the best way to answer is, that in general, the 
retirement benefits were increased on an average of 8 “percent by 
coordinating the 2 plans. Therefore, I would expect that the increase 
in cost would be approximately 8 percent over the current level of 
costs. The current normal costs are running nearly 11 percent of the 
payroll, and there would be an 8 percent increase above that 11 percent 
or about 12 percent of the payroll. 

Mr. Lestnsk:. The Government would have to pay 214 percent on 
the base amount that the employee has to pay and on top of that it 
has to pay a yearly amount into the fund. Approximately how much 
would that be, $400 million or $500 million? That is the figure that 
I am trying to determine. The Government payroll is roughly $9 
billion annually. 

Mr. Netson. Yes. I think we get confused sometimes in terms of 
tax rates. For example, take the current 2 percent for social security 
and the 6 percent received from employees today for civil-service 
retirement. Those amounts do not necessarily represent the cost of 
either system. In fact, the social-security system today is estimated 
by the actuaries of the Social Security Administration to cost in the 
neighborhood of 714 percent of payroll on a level premium basis. 
Assuming the level cost estimate for social security is on the inter- 
mediate basis or 714 percent while industry and the folks covered by 
social security are paying only 4 percent into the system, I feel the 
social-security fund is not now obtaining enough revenue to equal 
what we are accruing in cost under the social-sec urity system. 

I think a better way of estimating costs would be on the increase 
in benefit levels that would accrue by coordinating the two systems. 
Benefits would go up about 8 percent and the current normal cost of 
the civil-service system is about 11 percent of payroll. 
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Mr. Lzestnsxt. In the interest of saving time, for the benefit of the 
committee, could you gentlemen insert in the record what would be 
the additional cost to the Government in percentage and in money? 

Mr. JosserpH Campseryt. We will supply that for the record rather 
than take the time on it now. 


(The matter referred to is as follows :) 


The attached two exhibits, showing the cost of the present civil service retire- 
ment system, the cost of the proposed coordinated system, and the additional 
cost of the proposed coordinated system have been prepared to reflect : 


Exhibit A—Annual costs stated as a percentage of payrolls. 
Exhibit B—Annual costs stated in millions of dollars. 


Costs based upon the social security tax rates scheduled to be effective during 
the various years have been shown in the exhibits in addition to costs on a level 
premium basis. However, it is considered that the level premium basis is the 
proper basis to use. Thus, by using level annual costs for both systems on a 
coordinated basis, such as §. 3041, there is an increase in costs of $216 million 
per year, of which $98 million applies to the employees and $118 million applies 
to the Government. These increased costs stated as a percentage of payroll 
would be 2.40 percent, with the employee contributing 1.09 percent and the Gov- 
ernment 1.31 percent. 


Annual costs under present Civil Service Act and proposed coordinated civil 
service-social security legislation (S. 3041)? 


[Stated as percentage of payroll] 




















Present law Coordinated basis (S. 3041) | 
sce pliecleiiatttattaeN actha ts tih Addi- 
Payable by— is: | | | tional 
| Normal} Defi- | Total | Normal} Defi- | Social | Total 
ciency | ciency |security ?| | 
| i 
Employee: | 
IOEBHOO.... cnrccescos---- COR ie..0-..-| 400, BOF Luu. 1.74] 5.57 —0. 43 
pe Seema edema oir oa — ‘2 . skit sh aD OE seas 
BAe nine ecsbndad b = . 3. 83 é 2.61 | 6. 44 .44 
PI ia debe hohe mings BL. one ee 6.00] 383 |... 3. 04 6. 87 | . 87 
1975 and later_--- : Pe Pisvscnnnal 6. 00 3. 83 3 3.47 7. 30 1.30 
o Level premium cost - ---- BMP tite cand. 6. 00 3. 83 | 3. 26 | 7.09 | 1.09 
sovernment: 
NE 5 i os since 4.92 4.50} 9.42 3.95| 3.52 1.7 9. 21 —.21 
1960-64. - -_- 4.92 | 4. 50 | 9. 42 3. 95 | 3. 52 2.17 | 9. 64 | - 22 
1965-60 - - .. 4. 92 4. 50 | 9. 42 3.95 3. 52 2. 61 10. 08 . 66 
Nk henner inating 4.92 4. 50 | 9. 42 3.95 | 3. 52 3.04 10. 51 | 1.09 
1975 and later__.._....--- 4. 92 4.50 | 9. 42 3. 95 3. 52 3.47 10. 94 | 1. 52 
: Pes premium cost. -.-- 4.92 4. 50 | 9. 42 3.95 | 3. 52 3.26 | 10.73 | 1.31 
Total: | | | | | 
Pb ntineadecuccbson 10. 92 4. 50 15. 42 7. 78 | 3. 52 3. 48 14. 78 —.64 
in elec cs mele | 10.92 4.50 | 15.42 7.78 3. 52 4.34] 15.64 22 
SL de cdbeé~ oceanic | 10.92 4.50 | 15.42 7.7 3. 52 5.22 | 16.52 | 1.10 
TS. ce iicerenunecet, ees 4.50 | 15.42] 7. 78 3. 52 6. 08 17. 38 1, 96 
1975 and later__..__...--- 10. 92 | 4. 50 15.42 7.78 | 3. 52 6.94} 18.24 2. 82 
Level premium cost - ..-- | 10,92 | 4.50 15. 42 7.78 3. 52 6. 52 17. 82 2.40 
! 








Footnotes on p. 242. 
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Annual costs under present Civil Service Act and proposed coordinated civil 
service-social security legislation (8S. 3041)’—Continued 


[Stated in millions of dollars] 





Present law Coordinated basis (S. 3041) 





i ce ee ae ae ae SS 
Payable by— | | | | | tional 
Normal} Defi- | Total |Normal| Defi. | Social | Total | 
| | ciency | | | ciency jsecurity?| | 
| | | | | | 
Employee: | | | | | | 
1956-59 ..-| $537 “a $537 | $343 |... | $156 $499 | —$38 
1960-64 __ __ oie ... A pee 537 343 aed debal 194 537 | 
Se hook 537 sll ahaa 537 | foo 9 234 577 40 
1970-74 s = Oe Toscana 537 Oe T econ 272 | 615 | 78 
1975 and later : Bhai accents 537 | PCA aiicsnke 311 654 117 
Level premium cost ___- ease 537 | ee 1.2 292 635 98 
Government: | } | 
1956-59_____- ; camel 440 $403 | 843 | 354 $315 156 825 | —18 
1960-64. _ __ once 440 403 843 354 315 194 863 | 20 
1965-69 paibaiaare bute 440 403 843 | 354 | 315 234 903 60 
ST de cinincloncns | 440 | 403 | 843 | 354 | 315 272 | 941 | gs 
1975 and later_........._.| 440 403 | 843 | 354 315 | 311 989 137 
Level premium cost__-. 440 403 | 843 354 315 292 961 118 
Total: | 
1956-59. _ ._- ‘ duit | 977 | 403 1, 380 | 697 315 | 312 1, 324 — 56 
1960-64 : E ‘ 977 403 1, 380 697 315 388 | 1, 400 | 20 
1965-69_____- : 977 403 | 1,380 | 697 315 468 | 1,480 | 100 
1970-74 ncaa 977 403 | 1, 380 | 697 315 5A4 1, 556 176 
1975 and | ater-. ceieesieeliie ‘ 977 403 1, 380 697 315 622 1, 634 254 
Level premium cost. 977 403 1, 380 | 697 315 584 1, 596 216 


' All of the data contained herein with 1 exception is based upon information prepared by the Civil Service 
Commission, and which was attached to Chairman Young’s prepared statement before the Senate Post 
Office and Civil Service Committee on Feb, 1, 1956. The exception is the estimated level premium cost 
of the social security system which is 7.51 percent of creditable payroll. For details on this 7.51 percent 
rate, see the intermediate cost estimate with a 2.4 percent interest factor on p. 21 of S. Doc. No, 119, 84th 
Cong., Letter From the Board of Trustees of the Federal Old-Age and Survivors Insurance Trust Fund. 
The 7.51 percent of taxable payroll has been adjusted to 6.52 percent of total gross payroll, since only the 
first $4,200 of salary is covered by the social security system. 
2 Social security taxes are based upon the first $4,200 of annual salary with scheduled rates as follows: 





Years | Employee 








| Employer | Total 
| Percent | Percent | Percent 
1956-59 ‘ eee ae ae 2 2 | 4 
1960-64 LS glenn habeas npatalte <a chambnd 2h 244) 5 
1965-69 ‘ . sl a ee 3 3 | 6 
1970-74. . beth he euundeethesce Dh dincaawwitt k 34 344 7 
1975 and later ‘ 5 be iainssincalinolllad tices tiation icine ake 4 4 


Approyimately 13 percent of the gross civil service payroll would be excluded for social security purposes 
in view of the $4,200 limitation. For example, the 2 percent social security tax rate for the years 1956-59 
would be equivalent to a 1.74 percent tax on gross payroll. 





Mr. Lestnsxr. Also insert in the record a statement showing how 
much the additional cost to the Federal Government would be if the 
military came under the same provision as presently presented. 

Mr. JosrrH Campsetn. Yes, we will also supply that for the record. 

(The matter referred to is as follows :) 


At the present time there are approximately 185,000 persons on the military 
retired rolls receiving about $485 million per year. It is estimated, based on 
several assumptions, that the average cost to the Federal Government to provide 
survivor benefits to widows of retired military personnel now on the rolls, or 
hereafter entering the retired rolls, on the basis proposed for civilian retired 
personnel by 8S. 2875 would be approximately $90 million per annum. If a more 
precise estimate were to be made, it would require several weeks of work by an 
actuary to make detailed calculations by salary groupings and by age brackets 
for both the retired men and their wives. 


Mr. Lestnsxr. Thank you. 
Mr. Davis. We thank you, Mr. Campbell, and also your assistants, 
for the very helpful information which you have given us. 
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The next witness is Mr. Charles I. Schottland, Commissioner of 
Social Security. We are glad to have you with us, Mr. Schottland. 


STATEMENT OF CHARLES I. SCHOTTLAND, COMMISSIONER OF 
SOCIAL SECURITY, DEPARTMENT OF HEALTH, EDUCATION, AND 
WELFARE, WASHINGTON, D. C. 


Mr. Scuorrianp. Thank you, Mr. Chairman and members of the 
Post Office and Civil Service Committee. 

I am Charles I. Schottland, Commissioner of Social Security of 
the Department of Health, Education, and Welfare. In the interest 
of time, I shall read a part of my statement and leave out about half 
of it and summarize the rest of it, and we can have some time for such 
questions as you desire to ask. 

Mr. Davis. Thank you. 

Mr. Scnorrianp. The Department of Health, Education, and Wel- 
fare believes that the civil service retirement system is vital to good 
Government service. This retirement system plays a major part in 
attracting capable personnel to Government service and encouraging 
employees to continue in Federal employment. As the employer of 
more than 32,000 Federal employees covered by the civil service retire- 
ment system, this Department is aware that the civil service retire- 
ment ssytem makes orderly retirement possible for them and gives 
dignity to their years of retirement. The Department believes that a 
strong civil service retirement system is essential to the welfare of 
Federal employees and, therefore, to the efficient conduct of the busi- 
ness of Government. 

In our testimony today, I would like to make it clear that the De- 
partment of Health, Education, and Welfare favors an increase in and 
a liberalization of retirement and survivorship benefits of Federal 
employees. However, the Department of Health, Education, and 
Welfare has an obligation to call certain matters to your attention. 
We are charged by law with the responsibility of making recommen- 
dations with regard to the economic security of the American people. 
In this connection, we are compelled to point out that S. 2875 does 
very little for the majority of Federal employees. This majority is 
composed of persons who are in Federal employment at one time or 
another but do not make a career in the Federal service. In the years 
to come millions of persons who enter Federal service will remain 
for less than 5 years. These employees will receive nothing but the 
return of their own contributions from the Federal retirement system, 
and their service to their Government will diminish or jeopardize their 
social-security status. Take the case of one of the employees in our 
Department today. He is a young man with three small children. 
After 3 years of service, which he undertook at considerable sacrifice 
as a service to his country, he is returning to private life. If he should 
die before reestablishing his old-age and survivors insurance rights, 
his family will be without protection. If he had not come to work for 
Uncle Sam, his family would, in the event of his death, get $200 a 
month as long as 2 of the children were under age 18, and then $162.50 
per month until the youngest child reached 18. 

It seems to us that Federal employment should not result in jeopard- 
izing the economic security of many employees as it does under pres- 
ent law and also under S. 2875. 
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Many employers in private industry of course have, like the Fed- 
eral Government, dev eloped statf retirement plans for their employ- 
ees. These employers strive to set up good private pension plans for 

xactly the same reasons that the Federal Government is inter- 
ested in maintaining a strong civil-service retirement system—that i is, 
to attract and retain competent employees. Since all jobs in private 
industry are covered by old-age and survivors insurance, private em- 
ployers can assure a high level of retirement protection for their 

career employees by building their retirement plans on top of a foun- 
dation provided by old-age and survivors insurance. 

The moderate level of basic protection under old-age and survivors 
insurance lends itself to the development of additional protection 
designed to provide a sufficient total of retirement or survivor income. 
The experience of over 20 years shows a remarkable growth and im- 
provement in private pension plans along with the dev elopment of 
the social-security program. In 1935 there were about 1,000 private 
pension plans covering about 214 million workers; by 1! 55 the num- 
ber of private plans was approaching 20,000 and they covered about 
13 million workers. 

These 13 million employees, of course, are covered by old-age and 
survivors insurance as well as by private pension plans. They thus 
have continuous retirement and survivor protection from old-age and 
survivors insurance when they, like millions of other American work- 
ers, shift from job to job and from one kind of employment to another. 
In addition, those who make a career (or work for a considerable 
period) with one employer get benefits under the employer’s private 
pension plan. 

Under present law and under S. 2875, any employment that is cov- 
ered by the civil-service retirement system is specifically excluded from 
old-age and survivors insurance. Thus in Federal employment there 
is no base of old-age and survivors insurance coverage to give con- 
tinuity of protection to workers who shift their employment between 
Federal service and private industry. This poses a major problem 
when the overall retirement and survivor protection of Federal work- 
ers is considered. 

A great many Federal employees work in Federal service for only 
a part of their working lifetime. Of employees age 30 or under 
when they enter Federal service, less than half remain in the service 
for 5 years. 

The retirement and survivor protection of the large number of 
employees who shift between private industry and the Federal service 
is largely a matter of chance. Unlike the situation within private 
industry where a worker’s old-age and survivors insurance protection 
follows him from one job to another, the worker who goes from private 
industry into Federal employment stops building social-security pro- 
tection. Some of these employees eventually lose their valuable old- 
age and survivors insurance protection and they cannot acquire the 
equivalent in survivor protection under the civil-service retirement 
system until they have worked in Federal employment for many 
years. On the other hand, the employee who leaves the Government 
service to go into private industry has to start building or rebuilding 
his protection under old-age and survivors insurance. In many cases 
there will be a period when he will not have any survivor protection, 
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and this may be at a time when his need for adequate protection for 
his family may be greatest. 

The solution of these difficulties can only come through the extension 
of old-age and survivors insurance coverage to Federal employees. If 
Government employment were covered under old-age and survivors 
insurance, Federal employees would have protection under both social 
security and a strong, independent civil-service retirement system. 
This is the only approach which, on the one hand, would avoid the 
inequities and the higher-than-necessary costs that are inherent in the 
present arrangement, and, at the same time, would fill the gaps in 
protection that now occur. With Federal employment covered by 
both old-age and survivors insurance and civil-service retirement, old- 
age and survivors insurance protection would follow the worker who 
shifts between private industry and the Federal Government; he 
would always have at least the old-age and survivors insurance bene- 
fits to count on, and his benefit would include some retirement credit 
for his period of Federal service. If he made a career in the Federal 
service, the civil-service retirement system would provide very sub- 
stantial additional benefits. 

I would like to point out that this approach has been taken with 
reference to military personnel under the Hardy bill, which passed the 
House and recently passed the Senate, and which is in conference 
today in order to iron out the differences between the conferees, and 
which will probably pass. That bill does provide for this kind of 
coordination between military pensions and social-security benefits, so 
that under this bill all military personnel will be covered under social 
security. 

In the hearings on S. 2875 before the Subcommittee on Retirement 
of the Senate Post Office and Civil Service Committee, the re presenta- 
tives of several groups of organized Federal employees expressed the 
fear that coverage of Federal employment under social security would 
eventually lead to the abandonment of the civil-service retirement 
system. Actually the intent in proposing social-security coverage is 
the exact opposite. Social-security coverage would provide retire- 
ment and survivors protection for all Federal employees, instead of 
limiting such protection to those who serve 5 or more years; at the 
same time we strongly support continuation and improvement of a 
completely independent civil-service retirement system. We have 
every confidence that the Congress would continue to give Federal 
employees the same advantages that around 13 million workers in 
private industry and 1 million State and local government employees 
now have—like these employees, Federal wor kers would have basic 
old-age and survivors insurance protection and also be covered by the 
staff system of civil-service retirement. It is our conviction that the 
civil-service retirement system would be strengthened rather than 
weakened by the addition of social-security benefits. 

I have the highest regard for the organized groups of Federal em- 
ployees. Organized labor has always strongly supported the social- 
security program and I regret that my recommendations to this com- 
mittee are not in accord with the views of the leaders of certain groups 
of Federal employees. I believe that, at least to some extent, the posi- 
tion of these groups is a traditionally determined one and stems from 
the period at the beginning of the old-age and survivors insurance 
program when its possible effect on staff retirement systems was open 

















































9AGB REVISION OF THE CIVIL SERVICE RETIREMENT ACT 


tospeculation. In my opinion, that period is now far behind us; there 
is ample evidence that staff retirement plans have flourished since the 
old-age and survivors insurance program was established. 


CONCLUSION 


I trust, Mr. Chairman, that I have made clear that the Department 
of Health, Education, and Welfare favors a strong civil-service re- 
tirement system for Federal employees that is both fin: uncially and 
administratively independent. This Department has no desire to 
hamper the civil-service retirement system and has no desire to estab- 
lish any relationship between old-age and survivors insurance and 
civil-service retirement which is any “different from that existing be- 
tween old-age and survivors insurance and certain State and Tocal 
government retirement plans. We Selene that Federal employees 
should, like almost all other employees do today, have the protection of 
old-age and survivors insurance. 

We are confident that the extension of social security coverage to 
Federal employees would strengthen the civil-service retirement sys- 
tem for career emplovees by increasing their retirement and survivor 
benefits. At the same time, it would enable the Government to fulfill 
the responsibility it has, in common with all other employers, to con- 
tribute toward retirement and survivor protection for the large num- 
ber of people who serve the Government for but a relatively few years. 

The Government has said to virtually all employers in the land 
that social security should apply to their employees. The question 
arises, why is not social security good for the ( Government's own em- 
ployees? Obviously, Government workers should enjoy all the bene- 
fits and share the same responsibilities as others; they should be neither 
second-class citizens nor a privileged class. 

May I again expres our appreciation of the opportunity to present 
our views. The Department of Health, Education, and Welfare is of 
course ready to provide any technical assistance that your committee 
may desire in carrying out our recommendations. 

(The statement submitted by Mr. Schottland is as follows:) 


STATEMENT By CHARLES I. SCHOTTLAND, UNITED STATES DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE 


Mr. Chairman and members of the Post Office and Civil Service Committee, 
I am Charles I Schottland, Commissioner of Social Security of the Depart- 
ment of Health, Education, and Welfare. The Department appreciates this 
opportunity to present its views on proposed legislation affecting the retirement 
and survivor protection of civilian employees of the Federal Government. Secre- 
tary Folsom has asked me to express his regrets at not being able to be here 
today. 


INTEREST OF DEPARTMENT IN CIVIL SERVICE RETIREMENT SYSTEM 


The Department of Health, Education, and Welfare believes that the civil- 
service retirement system is vital to good Government service. This retirement 
system plays a major part in attracting capable personnel to Government service 
and encouraging employees to continue in Federal employment. As the employer 
of more than 32,000 Federal employees covered by the civil-service retirement 
system, this Department is aware that the civil-service retirement system makes 
orderly retirement possible for them and gives dignity to their years of retire 
ment. The Department believes that a strong civil-service retirement system is 
essential to the welfare of Federal employees and therefore to the efficient con- 
duct of the business of Government. 
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In our testimony today I would like to make it clear that the Department of 
Health, Education, and Welfare favors an increase in, and a liberalization of, 
retirement and survivorship benefits of Federal employees. However, the De- 
partment of Health, Education, and Welfare has an obligation to call certain 
matters to your attention. We are charged by law with the responsibility of 
making recommendations with regard to the economic security of the American 
people. In this connection, we are compelled to point out that S. 2875 does 
very little for the majority of Federal employees. This majority is composed 
of persons who are in Federal employment at one time or another but do not 
make a career in the Federal service. In the years to come millions of persons 
who enter Federal service will remain for less than 5 years. These employees 
will receive nothing but the return of their own contributions from the Federal 
retirement system, and their service to their Government will diminish or 
jeopardize their social security status. Take the case of one of the employees 
in our Department today. He is a young man with three small children. After 
8 years of service, which he undertook at considerable sacrifice as a service to 
his country, he is returning to private life. If he should die before reestablish- 
ing his old-age and survivors insurance rights, his family will be without pro- 
tection. If he had not come to work for Uncle Sam, his family would, in the 
event of his death, get $200 a month as long as 2 of the children were under age 
18, and then $162.50 per month until the youngest child reached 18. 

It seems to us that Federal employment should not result in jeopardizing the 
economic security of many employees as it does under present law and also under 
S. 2875. The retirement and survivors protection of Federal employees should 
be improved to enable the Government to attract and retain efficient employees. 

S. 2875 is obviously intended to meet a generally recognized need for further 
improvement in the retirement and survivor protection of Federal workers. We 
favor the objective of improving the present benefits but we believe that a sound 
approach to this objective must include extension of social-security coverage 
to members of the civil-service retirement system. This is the approach that 
has been used with remarkable success in private industry and in other areas 
of employment, including many State and local government retirement systems. 

The Congress and the executive branch of the Government have been concerned 
with this problem for many years. Public Law 555, enacted by the 82d Congress, 
established an outstanding committee to make a study of retirement policy for 
Federal personnel. The Chairman of this Committee, Mr. H. Eliot Kaplan, 
authority in this field, was appointed by President Truman. President Eisen- 
hower continued Mr. Kaplan in this position. Our own Secretary of the Depart- 
ment of Health, Education, and Welfare, Marion B. Folsom, was a working 
member of this Committee, as was Frederick J. Lawton of the Civil Service 
Commission, and others. This Committee employed experts and after more 
than a year of deliberation came to the conclusion that both from the standpoint 
of Federal employees and of efficient Federal service, the lack of coordination 
between civil-service retirement and old-age and survivors insurance was a major 
problem. 
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Many employers in private industry of course have, like the Federal Govern- 
ment, developed staff retirement plans for their employees. These employers 
strive to set up good private pension plans for exactly the same reasons that the 
Federal Government is interested in maintaining a strong civil-service retirement 
system—that is, to attract and retain competent empuoyees. Since all jobs in 
private industry are covered by old-age and survivors insurance, private em- 
ployers can assure a high level of retirement protection for their career employees 
by building their retirement plans on top of a foundation provided by old-age and 
survivors insurance. 

The moderate level of basic protection under old-age and survivors insurance 
lends itself to the development of additional protection designed to provide a 
sufficient total of retirement or survivor income. The experience of over 20 years 
shows a remarkable growth and improvement in private pension plans along 
with the development of the social security program. In 1935 there were about 
1,000 private pension plans covering about 2% million workers; by 1955 the num- 


ber of private plans was approaching 20,000 and they covered aboutt 13 million 
workers. 
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These 13 million employees of course are covered by old-age and survivors in- 
surance as well as by private pension plans. They thus have continuous retire- 
ment and survivor protection from old-age and survivors insurance when they, 
like millions of other American workers, shift from job to job and from one kind 
of employment to another. In addition, those who make a career (or work for 
a considerable period) with one employer get benefits under the employer’s pri- 
vate pension plan. The private pension plus old-age and survivors insurance 
makes possible a high level of benefits for employees who remain with one 
employer in private industry. For example, an employee of Johnson & Johnson 
who has completed’ 30 years of service and who has level earnings of $4,200 a 
year, or $350 a month, would get combined benefits of $216 a month made up of 
$108 from the private pension plan and $108 from old-age and survivors insur- 
ance. In similar situations Armstrong Cork provides a total benefit amounting 
to $239 a month (including $108 old-age and survivors insurance) and Eastman 
Kodak $243, again including an old-age and survivors insurance benefit of $108. 


FEDERAL EMPLOYEES ARE EXCLUDED FROM OLD-AGE AND SURVIVORS INSURANCE 


Under present law and under §8. 2875, any employment that is covered by the 
civil-service retirement system is specifically excluded from old-age and survi- 
vors insurance. Thus in Federal employment there is no base of old-age and 
survivors insurance coverage to give continuity of protection to workers who 
shift their employment between Federal service and private industry. This 
poses a major problem when the overall retirement and survivor protection of 
Federal workers is considered. 

A great many Federal employees work in Federal service for only a part of 
their working lifetime. Of employees age 30 or under when they enter Federal 
service, less than half remain in the service for 5 years. 

The retirement and survivor protection of the large number of employees who 
shift between private industry and the Federal service is largely a matter of 
chance. Unlike the situation within private industry where a worker’s old-age 
and survivors insurance protection follows him from one job to another, the 
worker who goes from private industry into Federal employment stops building 
social-security protection. Some of these employees eventually lose their valu- 
able old-age and survivors insurance protection and they cannot acquire the 
equivalent in survivor protection under the civil-service retirement system until 
they have worked in Federal employment for many years. On the other hand, 
the employee who leaves the Government service to go into private industry has 
to start building or rebuilding his protection under old-age and survivors insur- 
ance. In many cases there will be a period when he will not have any survivor 
protection, and this may be at a time when his need for adequate protection for 
his family may be greatest. Whether the worker moves into or out of Federal 
employment, his program of personal security can easily be upset. 

For some people whose work life is divided between the Federal service and 
private industry, the effects are even more drastic. Instead of suffering only a 
temporary or partial loss of protection, some may fail to qualify for benefits 
under any system. The worker, or perhaps a surviving widow and children, 
may be left without any benefits except a return of the contributions that the 
worker made to the civil-service retirement system. 

Because 8S. 2875 does not take into account that many Federal employees will 
also qualify for social security benefits, the resulting total benefit amounts for 
some employees would, if the bill is enacted, be unreasonably large in compari- 
son with even the most liberal standards for pension levels. For example, the 
civil service retirement annuity provided under S. 2875 plus the old-age and 
survivors insurance benefits which some workers would also obtain would, in a 
number of instances, result in the payment of combined benefits that would be 
larger than the individual's pay. This means that part of the $365 million a year 
that S. 2875 would cost the Nation’s taxpayers would be paid out in the form of 
unreasonable bonuses. 


FEDERAL EMPLOYEES WOULD GAIN WITH OLD-AGE AND SURVIVORS INSURANCE COVERAGE 


The solution of these difficulties can only come through the extension of old- 
age and survivors insurance coverage to Federal employees. If Government em- 
ployment were covered under old-age and survivors insurance, Federal employees 
would have protection under both social security and a strong, independent 
civil-service retirement system. This is the only approach which, on the one 
hand, would avoid the inequities and the higher-than-necessary costs that are 
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inherent in the present arrangement and, at the same time, would fill the gaps 
in protection that now occur. With Federal employment covered by both old-age 
and survivors insurance and civil-service retirement, old-age and survivors insur- 
ance protection would follow the worker who shifts between private industry 
and the Federal Government; he would always have at least the old-age and 
survivors insurance benefits to count on, and his benefit would include some re- 
tirement credit for his period of Federal service. If he made a career in the 
Federal service, the civil-service retirement system would provide very substantial 
additional benefits. 

Another reason why S. 2875 represents an unduly expensive approach to the 
objective of improving benefits for Federal employees is in the nature of the 
provision for additional survivor benefits. The proposed new benefits for sur- 
viving children would be based on principles that are ordinarily found only in 
a social insurance program, such as the old-age and survivors insurance system. 
Survivor protection based on principles of social adequacy, rather than individual 
equity, can be provided more effectively at less cost by extending social-security 
coverage to members of the civil-service retirement system. 

An important reason why many private pension plans are able to provide 
a high level of combined benefits to career employees is the comparatively low 
cost of the old-age and survivors insurance program. The old-age and survivors 
insurance system is basically a lower cost system than civil-service retirement 
and many other staff systems. It would thus, costwise, be an advantage to have 
part of the protection of Federal employees come from the old-age and survivors 
insurance program. The lower cost of the old-age and survivors insurance sys- 
tem is due to a number of factors. One factor is that retirement benefits are 
not payable under old-age and survivors insurance until age 65 and a large 
number of people do not draw old-age and survivors insurance benefits until 
they are several years past that age; benefits are not payable unless a person is, 
in effect, substantially retired from gainful employment. This reduces the cest 
substantially. 

In the hearings on S. 2875 before the Subcommittee on Retirement of the 
Senate Post Office and Civil Service Committee, the representatives of several 
groups of organized Federal employees expressed the fear that coverage of 
Federal employment under social security would eventually lead to the abandon- 
ment of the civil-service retirement system. Actually the intent in proposing 
social-security coverage is the exact opposite. Social-security coverage would 
provide retirement and survivors protection for all Federal employees (instead of 
limiting such protection to those who serve 5 or more years) ; at the same time 
we strongly support continuation and improvement of a completely independent 
civil-service retirement system. We have every confidence that the Congress 
would continue to give Federal employees the same advantages that around 13 
million workers in private industry and 1 million State and local government 
employees now have—like these employees, Federal workers would have basic 
old-age and survivors insurance protection and also be covered by the staff 
system of civil-service retirement. It is our conviction that the civil-service 
retirement system would be strengthened rather than weakened by the addition 
of social-security benefits. 

The representatives of Federal employees also expressed some concern that 
if legislation for coordination is enacted costs may rise because double admin- 
istration will be necessitated or that the administration of Federal retirement 
may be transferred from the Civil Service Commission to this Department. I 
see no basis for this concern. Any plan for social-security coverage of Federal 
employees could specifically provide that civil-service retirement, although ad- 
justed, would function as a separate and independent system under the admin- 
istration of the Civil Service Commission. 

I have the highest regard for the organized groups of Federal employees. 
Organized labor has always strongly supported the social-security program and 
I regret that my recommendations to this committee are not in accord with 
the views of the leaders of certain groups of Federal employees. I believe that, 
at least to some extent, the position of these groups is a tradtionally determined 
one and stems from the period at the beginning of the old-age and survivors 
insurance program when its possible effect on staff retirement systems was 
open to speculation. In my opinion, that period is now far behind us; there is 
ample evidence that staff retirement plans have flournished since the old-age 
and survivors insurance program was established. 
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CONCLUSION 


I trust, Mr. Chairman, that I have made clear that the Department of Health, 
Education, and Welfare favors a strong civil-service retirement system for Fed- 
eral employees that is both financially and administratively independent. This 
Department has no desire to hamper the civil-service retirement system and has 
no desire to establish any relationship between old-age and survivors insurance 
and civil-service retirement which is any different from that existing between 
old-age and survivors insurance and certain State and local government retire- 
ment plans. We believe that Federal employees should, like almost all other 
employees do today, have the protection of old-age and survivors insurance. In 
view of the experience of large industrial employers, of nonprofit organizations, 
and of the States and local governments in establishing an effective relationship 
between their staff retirement systems and old-age and survivors insurance, there 
is no doubt that such a relationship could be successful developed in the area 
of Federal employment. 

Since S. 2875 contains no provisions relating to the extension of old-age and 
survivors insurance to Federal employees, it would take no step toward solving 
the problems we have described. Extending old-age and survivors insurance 
to members of the civil-service retirement system would correct the present 
fundamental difficulties and thereby make possible a considerable increase in 
the total retirement and survivor benefits of Federal employees at much less 
cost than would be incurred under S. 2875. 

We are confident that the extension of social-security coverage to Federal 
employees would strengthen the civil-service retirement system for career em- 
ployees by increasing their retirement and survivor benefits. At the same time 
it would enable the Government to fulfill the responsibility it has, in common 
with all other employers, to contribute toward retirement and survivor protec- 
tion for the large number of people who serve the Government for but a relatively 
few years. 

The Government has said to virtually all employers in the land that social 
security should apply to their employees. The question arises, Why is not 
social security good for the Government’s own employees? Obviously, Govern- 
ment workers should enjoy all the benefits and share the same responsibilities 
as others; they should be neither second-class citizens nor a privileged class. 

May I again express our appreciation of the opportunity to present our views. 
The Department of Health, Education, and Welfare is of course ready to provide 
any technical assistance that your committee may desire in carrying out our 
recommendations. 


Mr. Lestnsxi. I am not making this remark for the purpose of em- 
phasizing anything I have done in the past, but it seems rather peculiar 
that all of the testimony that has been presented here today in favor 
of the coordination of civil-service retirement and social security 
follows very closely the bill which I previously introduced in 1952. 

a I realize that, a thing of this magnitude cannot be done over- 
night. 

I must say, Mr. Schottland, that you have made a very good presen- 
tation, but I think that the members of the committee are still a little 
fearful that we should give this thing a little more study and not do 
it overnight. However, in view of the things that might happen in 
the future, it should be given full consideration, all of the elements 
involved should be carefully considered, and the approach should be 
in a fair and equitable manner. 

I have no further questions, Mr. Chairman. 

Mr. Broyuiii. Mr. Chairman. 

Mr. Davis. Mr. Broyhill. 

Mr. Broynitu. Do your favor the Kaplan plan as presented to the 
committee ? 

Mr. Scuotr.ianp. We favor the general principles of the Kaplan 
plan. I take it that when you say the Kaplan plan, you are not re- 
ferring to the specific level of benefits in that plan. We think that 
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is a question that can be worked out, but we favor the plan and the 
general purpose of it. 

Mr. Broyrui. In your statement on page 11, you say you feel that 
Federal employees should, like almost all other employees today, have 
the protection of old-age and survivors insurance that employees of 
private industry have, and employees of State governments have, yet 
under the Neplen plan they do not necessarily keep them separate, 
because, at age 65, the civil-service benefits are reduced. Are you 
suggesting that phase of the Kaplan plan be considered ¢ 

They are not kept entirely separate, they are somewhat integrated 
there and they take into consideration, as I understand it, that when 
the annuitant becomes eligible for social security he receives a re- 
duced annuity if he is engaged in separate employment; if he is en- 
gaged in separate employment, his annuity becomes restricted at 
two-thirds. I wonder if you think that they should be kept entirely 
separate / 

Mr. Scuorrianp. In private industry, they work it according to 
the principle you have just enunciated; namely, whatever they get 
from the private pension is reduced by social sec urity. You can 
have almost any kind of coordination that you desire to have. The 
basic social security must apply to all employees and the private 
pension plan can be applied to meet the demands of an employee, or 
the Government pension plan can. 

Mr. Broyniti. One advantage I see to the Kaplan plan is that it 
will increase the survivors benefits roughly about 8 percent; in other 
words, when he reaches the age of 65. But on the other side of the 
ledger, they are restricted insofar as their retirement income is con- 
cerned at age 65, whereas at the present time they are not restricted at 
all. 

Mr. Scnorrianp. Most private pension plans do have that element 
in them. There is some inconsistency with paying people in retire- 
ment and permitting them, under the social-security system, to earn 
as much as they usually earned. If the purpose is to pay people in 
retirement, then we should not have social security to pay a person 
while he is still engaged in substantial work. 

Mr. Broyumu.. There is where social security differs from civil- 
service retirement, and to that degree makes the two systems 
independent. 

Mr. Scuorrianp. There is no particular reason why, assuming Con- 
gress wants to establish a certain level of benefits and a certain contri- 
bution rate or a certain level of expenditures, there is no reason why 
you cannot combine the two systems and work out almost any kind 
of relationship that Congress desires to work out. 

Mr. Broynitn. Do you think it would be feasible to consider paying 
social-security benefits to Federal employees without any reduction of 
civil-service benefits when they become eligible for social security ? 
Would that be practical ? 

Mr. Scnorrianp. It would probably be costly. There are methods 
which could be devised to minimize the cost, but if you just add it on 
without any change, it would be a costly system. 

Mr. Broyuiy. That is all. 

Mr. Corserr. Mr. Chairman. 

Mr. Davis. Mr. Corbett. 
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Mr. Corzerr. I would like to compliment Mr. Schottland on a very 
complete and comprehensive statement. I am only sorry that we do 
not have more time to go into this. One question comes to my mind 
on the military side of it. If that system is enacted into law, will its 
effect on the military personnel be, when they retire, that they will not 
be able to take on gainful employment over the $1,200 minimum? 

Mr. Scnorrianp. No; it will have no effect on their military pen- 
sions at all. But if they should be over 65 years of age, gainful em- 
ployment might result in a reduction of their social-security benefits 
in the same manner as any other social-security beneficiary who en- 
gages in substantial work. 

Mr. Corserr. A lot of these people retire, say, at the age of 40, and 
a lot at 50. Of course, social-security coverage does not affect them 
at that age, but it will affect them when they become 65, because of the 
fact that at 65 they will get survivorship benefits. At age 65, these 
social-security benefits could be wiped out if the person took employ- 
ment at $2,400 a year? 

Mr. Scuorrianp. I would say that they would again be reestab- 
lished when they stopped working, and at the same time the military 
pension would continue on without regard to his working or the affect 
of this work on his social-security benefits. 

Mr. Broyuw.. Would not the military pension be reduced at that 
point ? 

Mr. Scuorrianp. No; the military pension would not be reduced 
when social-security benefits were payable. 

Mr. Broynmu. But the civil-service pension would be reduced at 
that point under the so-called Kaplan proposal ? 

Mr. Scuorr.anpb. Yes, sir; that is correct. 

Mr. Broynity. But. the Hardy bill does not contain that provision ? 

Mr. Scnorruanp. That is correct; it does not. 

Mr. Davis. Are there any further questions? 

We thank you very much, Mr. Schottland. 

Mr. Scnorrianp. Thank you, Mr. Chairman and gentlemen of the 
comniittee. 

Mr. Davis. The committee will stand adjourned until Thursday 
morning at 10 o’clock. 

(Thereupon, at 11:55 a. m., the committee adjourned until Thurs- 
day, July 12, 1956, at 10 a. m.) 
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THURSDAY, JULY 12, 1956 


Hovussr or REPRESENTATIVES, 
COMMITTEE ON Post OFFICE AND Civin SERVICE, 
Washington, D.C. 

The committee met at 10 a. m., in room 213, House Office Building, 
Hon. James C. Davis (acting chairman) presiding. 

Mr. Davis. The committee will come to order, please. 

Chairman Murray has asked me to preside this morning, which I 
am glad todo. The House session begins at 11 o’clock, so we have only 
1 hour for this meeting. 

We are very glad to have the Civil Service Commission present this 
morning, Chairman Philip Young, Commissioner George M. Moore, 
Commissioner Frederick J. Lawton, accompanied by Mr. Warren B. 
Irons, Director of the Bureau of Departmental Operations, and Mr. 
Andrew E. Ruddock, Chief of the Retirement Division. 

Mr. Young, it is a great pleasure to have you with us, and if you 
are ready we will ask you to have a seat and begin your statement. 


STATEMENT OF PHILIP YOUNG, CHAIRMAN, UNITED STATES CIVIL 
SERVICE COMMISSION; ACCOMPANIED BY GEORGE M. MOORE, 
COMMISSIONER; FREDERICK J. LAWTON, COMMISSIONER; 
WARREN B. IRONS, DIRECTOR, BUREAU OF DEPARTMENTAL 
OPERATIONS; AND ANDREW E. RUDDOCK, CHIEF, RETIREMENT 
DIVISION 


Mr. Youne. Thank you, Mr. Chairman. 

I have a prepared statement, Mr. Chairman, which I would like to 
read. 

Mr. Davis. Very well. 

Mr. Youna. 1 would like to thank you for giving me this oppor- 
tunity to be here today for the purpose of explaining the views of the 
Civil Service Commission on the pending bill S. 2875. 

On June 15, 1956, we gave your committee a comprehensive report 
on S. 2875, and I ask that our report be made a part of the record. 

The Commission is unable to favor the enactment of S. 2875 into 
law because of the excessive increase in retirement costs which would 
result from the proposed liberalization of benefits. Irrespective of cost, 
certain provisions of S. 2875 violate the principles of a well-planned 
retirement system. Furthermore, the bill enld not resolve the prob- 


lems currently arising from lack of coordination between the civil- 
service retirement system and the old-age and survivors insurance pro- 
visions of the Social Security Act. 
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It is indeed regrettable that the bill before this committee does not 
include the proposal submitted by the administration in January of 
this year to provide a measure of coordination between the civil- 
service retirement system and the old-age and survivors insurance 
system. 

The Congress, by act of July 16, 1952, Public Law 555, 82d Congress, 
created the Committee on Retirement Policy for Federal Personnel 
and directed that it make a comparative study of all retirement sys- 
tems for Federal personnel and report to the Co ngress. From 1952 to 
1954 great time and effort and appropriations in the amount of $217,800 
were expended by this committee. 

Its report to Congress, made in five parts, is printed as Senate Docu- 
ment No. 89 of the 83d Congress. The committee found that the major 
Federal employee retirement problem existing today is a lack of coordi- 
nation between the civil-service retirement sy ystem and the old- -age and 
survivors insurance system. 

The civil-service retirement system is a staff retirement plan for 
about 90 percent of all Federal employees which provides annuity 
benefits in amounts related directly to length of Federal service and 
to salary earned. Old-age and survivors insurance, on the other hand, 
provides benefits geared primarily to social need. Benefits are not 
proportional to length of service for one employer or to total service. 
Amounts payable are weighted heavily in favor of low-salaried 
employees. 

The concept of coordination of civil-service retirement with social 
security is in no way inconsistent with the objectives of the staff plan. 
Social security, with its concept of social need, is in a very true sense 
complementary to the career retirement system and would complete 
a well-rounded program for Federal employees. Your committee 
recently heard testimony from Mr. H. Eliot Kaplan, in which he 
pointed out the advantages of coordination between these two systems. 

The administration in January of this year submitted to Congress 
draft legislation to implement the recommendations made to the legis- 
lative body by the Committee on Retirement Policy for Federal Per- 
sonnel. The major change proposed by this legislation is a measure 
of coordination between the civil-service retirement system and the 
old-age and survivors insurance system. This coordination proposes 
to place career employees under both systems, thereby providing for 
all Federal personnel the basic old-age and survivor protection now 
available to persons working in private industry, while retaining the 
rewards for long service inherent in the staff retirement system. ~The 
proposal is designed to provide continuity of coverage and protection 
for those persons who are in Federal service for only a part of their 
working careers. 

We believe the administration’s proposal also offers a better solution 
than S. 2875 to the inadequacy of benefits in some cases and overly 
generous benefits in others which are now present where employees 
move between Government and private employment. These problems 
cannot be solved without coordination. Under the coordinated pro- 
gram the social needs of employees and their families can best be 
met through coverage under social security. The need for a sound 
retirement plan for career employees can be met only through con- 
tinued independent operation of a strong civil-service retirement 
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system. These objectives are embodied in H. R. 9090, introduced by 
Representative Reed and presently pending before tlhe Committee on 
Ways and Means. 

I think it should be clearly understood that the administration is 
firmly committed to a policy of coordination between civil-service 
retirement and social security. We definitely recommend adoption 
of this policy in any retirement legislation which is to be enacted. 

The element of cost is a very important consideration in any retire- 
ment legislation. The estimated level annual cost of the Civil Service 
Retirement Act under existing law is $1,380 million. Level annual 
cost may be defined in nontechnical terms as being the amount re- 
quired. each year to meet (1) normal cost, which is the cost of pro- 
viding benefits for service performed in that year, plus (2) interest 
on the unfunded accrued liabilities, which liabilities are the amount 
by which the fund is insufficient to meet the cost of benefits for services 
already performed. Of the present level annual cost of $1,380 million 
employees now pay $537 million through payroll deductions at the 
rate of 6 percent of basic salary. The Government is obligated for 
the balance of $845 million. 

Enactment of S. 2875 as it passed the Senate would add approxi- 
mately $454 million to the level annual cost of the system. Through 
the increase in the rate of salary deductions to 7 percent (8 percent 
for Members of Congress) employees would bear about $90 million 
of this increased cost. The remainder of the increase, $364 million, 
would be added Government cost. Employees would thus pay only 
20 percent of the total added cost, while the Government would be 
responsible for 80 percent. 

Of major significance, the unfunded liabilities of the system, which 
are now estimated at $13,435 million, would be increased immediately 
by about $4,900 million to a new total unfunded liability of $18,335 
million. 

At this time I would like to point out that on June 25, 1956, the 
Commission submitted to your committee a supplementary report on 
S. 2875 which discussed the nature and validity of cost estimates gen- 
erally. This report summarized the type of basic data and assump- 
tions used in making cost estimates under any retirement system. It 
pointed out that the basic assumptions used by the Commission in 
making estimates of the cost of S. 2875 were reviewed and approved 
by the Council of Actuaries of the Committee on Retirement Policy 
for Federal Personnel and by the statutory Board of Actuaries. You 
have already made this report a part of the record of these hearings. 

In its report to your committee, the Commission made a series of 
recommendations for amendment to S. 2875. These recommendations 
represent the firm and approved position determined by the top 
sdvinee to the President. Let me now comment on some of the most 
important of these proposals. 

First, we suggested that the following be adopted as guides for 
the consideration of retirement legislation : 

(a) That the employee and employer share equally the normal costs 
of the civil-service retirement system; i. e., that the benefit structure 
be such that new entrants may expect to pay roughly half the cost of 
the benefits provided for them. 

(6) That the Government as the employer assume full responsi- 
bility for meeting the deficiency costs of the system. 
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Ideally, we believe a newly established contributory retirement 
plan should provide for an equal distribution of normal retirement 
costs between employee and employer. It cannot be demonstrated 
that this is a plan generally in effect, because the variation in distri- 
bution of retirement costs in existing State, municipal, and industrial 
pension plans provides no general pattern. Provision for an em- 
ployer matching of employee contributions is ae common. 


The Committee on Retirement Policy for Federal Personnel found 
that the employer usually bears the full cost of past-service credits. 
This, we think, is an appropriate arrangements. Where a deficiency 
has been incurred through such items as credit for past service, salary 
increases, benefit liberalization made applicable to past service, and 
failure of the employer to fully meet incurred liabilities, the burden 
of meeting such deficiency is the sole responsibility of the og ch 

Secondly, we proposed that S. 2875 be amended to produce the fol- 
lowing results : 

1. An employee deduction rate of 6 percent, matched by agency con- 
tributions at the same rate. 

2. A benefit structure having a normal cost (for new entrants) 
of roughly 12 percent of payroll, which is the cost which can be fi- 
nanced completely by equal employee deductions and agency contri- 
butions at the 6-percent rate. 

Mr. Hotirrevp. Mr. Chairman, may the witness read that second 
pointagain? I failed to get it. 

Mr. Younc. A benefit structure having a normal cost (for new 
entrants) of roughly 12 percent of payroll, which is the cost which 
can be financed completely by equal employee deductions and agency 
contributions at the 6-percent rate. 

In its fifth report to the Congress, the Committee on Retirement 
Policy for Federal Personnel gave its findings with respect to the 
rates of employee contributions under various retirement systems. 
It found that in State retirement systems, the rate varies from 314 
to 7 percent (with 1 State at 114 percent). The most frequently found 
rate was 5 percent. In contributory industrial pension plans, rates 
ranged from 1 to 4 percent of the first $3,000 or $3,600 of earnings, 
and from 21% to 4 percent of salary above these amounts. 

The Civil Service Commission holds the opinion that if the Gov- . 
ernment is to attain and improve a favorable competitive position 
in the recruiting and retaining of qualified employees, the present 
6-percent rate of employee deductions should be considered a maxi- 
mum rate which should not be increased. Even the present 6-percent 
deduction rate exceeds that of customary tnlinstrial and State prac- 
tice in those plans which are contributory. 

If all the Commission proposals to amend S. 2875 are adopted, the 
system will have a level annual normal cost equal to approximately 
12 percent of payroll. This normal cost can be financed fully by 
employee deductions of 6 percent of payroll, matched by agency con- 
tributions in the same amount. Thus new entrants into the service 
can be expected to meet about half the cost of their retirement bene- 
fits with their employing agencies meeting the other half. 

Throughout its history there has been a widespread belief that the 
retirement system is a 50-50 proposition, with costs to be shared equally 
by the employees and the Government. Employee deductions are 
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mandatory. Government contributions have not been. Adoption of 
the provision in section 4 of S. 2875 for agency contributions would 
create a sense of equity by putting Government contributions on the 
same firm basis as employee deductions. 

The Commission agrees with the recommendation, made by your 
committee in its report on the Civil Service Commisison on March 1, 
1956, that retirement costs should be apportioned as a payroll cost to 
each agency whose employees are under the Retirement Act. The 
provision in S. 2875 for agency matching of employee contributions 
has the very desirable effect of reflecting currently accruing retire- 
ment costs in the expenditures of the agencies in which the employee 
services are performed. Thus each governmental activity assumes 
its share of this legitimate cost of doing business, and the cost is met 
by the taxpayers in the year in which it is incurred. 

A start toward agency contributions has already been made. The 
District of Columbia government, the Panama Canal Company, the 
Virgin Islands Corporation, the St. Lawrence Seaway Development 
Corporation, and the Small Business Administration already reflect 
retirement costs in their budgets and pay the employer’s share of 
normal costs into the retirement fund. 

Under S. 2875 as it passed the Senate, the fund would receive annual 
income of 14 percent of the salaries of covered employees (16 percent 
of the salaries of Members). This income, which would amount to 
about $1,252 million a year, would not cover the total annual cost of 
the system which is estimated to be about $1,834 million. Employee 
deductions and agency contributions would fall short of meeting total 
costs each year by about $582 million. 

If all the Commission’s proposals to amend S. 2875 are adopted, 
the level annual cost of retirement will be about $1,545 million. Em- 
ployee deductions and agency contributions at the rate of 6 percent 
of salary will produce annual income of about $1,074 million. This 
would fall short of meeting total cost by about 471 million a year. 

At this point we would like to emphasize the difference in cost be- 
tween S. 2875 and the Commission’s proposals. The cost to the tax- 
payer is higher under S. 2875 by about $200 million a year, or about 
$4 billion for the next 20 years. This annual difference is enough 
to buy an aircraft carrier of the Forrestal class each year, or enough 
to pay for about 24 B-52 long range bombers each year. The addi- 
tional cost to the employees under S. 2875 is about $90 million a year, 
or almost $2 billion during the coming 20 year period. 

Let us look at some of the other Commission proposals. 

Eliminate the option to retire after 30 years of service without 
regard to age; an 

Retain the present reduction in annuity for nondisability re- 
tirement before age 60. 

S. 2875 would permit optional retirement after at least 30 years of 
service, without regard to age. 

Who needs this option ? 

The 30-year employee who has reached age 55 does not need it, 
because present law already authorizes his retirement at any time. 
The 30-year employee who has become disabled does not need it, 
because he can retire at any age under existing law. Finally, the 
30-year employee who is involuntarily separated for reasons such as 

























































258 REVISION OF THE CIVIL SERVICE RETIREMENT ACT 





reduction in force, does not need it, because present law provides 
him with immediate annuity. We must conclude, accordingly, that 
removal of any age requirement from the provision for optional re- 
tirement after 30 years of service would be useful only to the 30-year 
employee who is not disabled, whose job has not been abolished, and 
who has not reached age 55, but who wishes to leave Federal service. 

We are opposed as a matter of principle to any provision which 
would permit optional retirement before age 55. Such a provision 
violates the concepts of a well-planned retirement system. We have 
stated frequently that one of the primary objectives of this or any 
other staff retirement plan is to retain the best qualified employees 
in the career service. 

How, then, can we seriously consider adopting a provision per- 
mitting optional retirement before age 55% Should we encourage 
our most efficient career employees to leave Federal service at the 
peak of their productive capacity? In my judgment annuity should 
be provided as retirement income after retirement at a reasonable 
age—certainly not before age 55. 

We have been unable to find any established pattern or any trend 
in private industry which would lend support to a theory of optional 
retirement before age 55. The Bankers Trust Co., New York, re- 
cently published A Study of Industrial Retirement Plans, in which 
it reported its findings on 240 pension plans covering about 4 million 
employees in private industry. Of these plans, only 12, or 5 percent 
of the total, permit early retirement on the basis of service only. Of 
the 12 which have no age requirement for optional early retirement, 
11 require the consent of the company. Thus we find only 1 indus- 
trial plan among 240 which permits employees, at their sole option, 
to choose early retirement without regard to age. This plan covers 
only 4,500 employees. 

S. 2875 contains a provision very closely related to this matter of 
optional retirement. Under present law the annuity of an employee 
retiring before age 60 under the age 55 30-year optional provision, 
or under the 25-year involuntary separation provision, is reduced by 
one-fourth of 1 percent for each month (3 percent for each year) 
the employee is under age 60. The law is already liberal—the re- 
duction is less than half that which was required on a strictly actuarial 
basis by the law in effect from 1942 to 1948. 

S. 2875 proposes to liberalize this formula by providing that the 
annuity be reduced by only one-twelfth of 1 percent for each of the 
first 30 months under age 60, by one-eighth of 1 percent for each of 
the next 30 months, and by one-sixth of 1 percent for each additional 
month. Under present law the annuity of an employee retiring op- 
tionally at age 55 would be reduced by 15 percent; under S. 2875 it 
would be reduced by only 614 percent. The annuity of an employee 
involuntarily separated at age 50 is now reduced by 30 percent; S. 2875 
would reduce it by only 1614 percent. 

Lowering the reduction would encourage early retirement, and thus 
result in the loss of more experienced employees at the peak of their 
usefulness. Optional retirements below age 60 have tripled since 
the reduction was liberalized in 1948. 

Adoption of the provisions for optional retirement without an age 
requirement, and for lower reductions before age 60, would increase 
the annual retirement cost by an estimated $51 million. In its sup- 
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plemental report to your committee we explained our reasons for this 
estimate. The Commission did not, as has been charged, use an erro- 
neous assumption that all employees would retire as soon as they 
became eligible. Rather, it used the Kaplan Committee finding that 
more than half a million "employees now in service could complete 30 
years of service before reaching age 55, and another half million could 
have 30 years’ service before age 60. Based on its past experience 
with optional retirement, the Commission used optional retirement 
rates which vary by age and sex, and are applied only to those who 
become eligible after completing 30 years of service. The rates for 
men range from 4 to 5 percent, and for women the rates are 5 to 11 
percent. 

I would like to emphasize that our objection to optional retirement 
before age 55 is both a matter of principle and a matter of cost. 

Now the next proposal: 

Change the general annuity ne formula to provide 
134 percent of average salary (or 1 percent plus $25) times all 
years of service. 

Annuity for employees generally is now computed by taking 11%4 
percent of average salary, or 1 percent of such salary plus $95. and 
multiplying the figure so obtained by years of service. S. 2875, while 
retaining the 1 percent plus $25 plan, raises the 1144 percent to 2 per- 
cent for all service beyond the first 5 years, which will benefit retirees 
with average salaries above $2,500. 

Enactment of the 2 percent computation formula in S. 2875 would 
increase the total annual retirement cost by approximately $240 mil- 
lion. In view of this excessive cost, the Commission is opposed to its 
enactment. 

In lieu of the 2 percent general annuity computation formula in 
S. 2875, the Commission recommends a general formula of 134 percent 
of average salary (or 1 percent of average salary plus $25) multiplied 
by years of service. This proposal is made to provide the most liberal 
formula which can be paid for by equal employee and employer con- 
tributions without increasing the deduction rate beyond the present 
6 percent. 

If adopted, this recommendation will provide a reasonable and gen- 
erous liberalization in retirement benefits. It will more than meet the 
recommendation of the Committee on Retirement Policy for Federal 
Personnel that the age-and-service benefit should be designed to pro- 
vide at least half pay at the close of a full career of approximately 
55 years. 

The present law provides an annuity of at least 5214 percent of 
average salary to the employee who retires after 35 years of service. 
The Commission-proposed formula of 134 percent of average salary 
times years of service would provide this same employee an annuity 
of 5214 percent of average salary after only 30 years of service. 

In addition, the annuity of an employee retiring with 30 years of 
service and an average salary of $5,000 is now $2,250 a year. How- 
ever, under the Commission’s liberal proposal this annuity would be 
increased by 1634 percent. 

Your committee has heard test imony that the formula now in S. 2875, 
and the one proposed by the Commission, do nothing for the employee 
with a low average salary. This is true. The S. 2875 formula would 
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not improve the basic annuity of any employee whose avecsen salary 
is $2,500 or less. The Commission formula would provide larger 
annuities only where the average salary exceeds $3,333. However, the 
Commission’s formula is more generous than 5. 2875 for certain aver- 
age salaries below $5,000 where the service is less than 10 years, S. 2875 
is more generous than the Commission formula for high-salaried 
employees with long service. 

We think the committee should be aware that the present law for- 
mula of 1 percent of average salary, plus $25, multiplied by years of 
service, already provides the low-salaried employee with a basic an- 
nuity in many cases even more generous than would be provided for 
higher-salaried employees by the 2 percent formula in S. 2875 or the 
134 percent formula proposed by the Commission. For example, the 
present formula provides an employee with an average salary of $500 
with an annuity equal to 6 percent of his average salary times his 
years of service. For the employee with an average salary of $1,000, 
the rate is 3.5 percent; at $2,000, the rate is 2.25 percent; at $2,500, 2 
percent; and at $3,000, 1.83 percent. 

S. 2875 further discriminates against the low-salaried employee 
because he would be required to pay an additional 1 percent into the 
retirement fund. For this extra 1 percent he would receive no increase 
in his basic annuity. Under the Commission’s proposal, he would not 
be faced with higher salary deductions. 

The next point: 

Eliminate provisions for free and automatic survivor annuity 
and retain present law provisions requiring a reduction of 5 per- 
cent of the first $1,500 of annuity and 10 percent of any annuity 
over $1,500. 

Under existing law, an employee retiring for disability or on im- 
mediate annuity after 15 years of service may elect a reduced annuity 
and provide a 50 percent annuity for a surviving wife or husband. 
The annuity of the retiring employee is reduced by 5 percent of the 
first $1,500 of annuity, by 10 percent of any annuity exceeding $1,500, 
and by three-fourths of 1 percent for each year the wife or husband is 
under age 60. The reduction may not exceed 25 percent. 

Under S. 2875 survivor annuity is automatic and free on the first 
$2,400 of the annuity of an cosloane retiring for any reason. The 
retiring employee may elect to have his or her annuity in excess of 
$2,400 reduced by 10 percent and thus provide survivor annuity of 
50 percent of total annuity. It must be emphasized that survivor an- 
nuity under S. 2875 is free and automatic, in contrast with the present 
law which requires an election and annuity reduction in every case. 
Enactment of this automatic provision of S. 2875 would add $112 mil- 
lion to the level annual cost of the system. <A part of this increase in 
cost results from the larger annuity payable because of the elimination 
of any reduction on the first $2,400 of annuity. However, the major 
portion of the cost increase results from the granting of survivor an- 
nuities in those cases where, under present law, they are not payable 
because 33 percent of eligible male employees retiring and 88 percent 
of eligible female employees retiring do not elect reduced annuities in 
order to provide survivor benefits. 

We would like to point out that, while all employees would pay an 
additional 1 percent of salary into the retirement fund under S. 2875, 
many employees would not benefit in any way from this provision for 
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free and automatic survivor annuity. Only 74 percent of employees 
retiring in the fiscal year 1955 were married. The 26 percent of retir- 
ing employees who are single would not benefit from this proposed 
liberalization. 

The Commission does not concur in this proposal. The annuity 
reduction which a married employee now accepts to extend the sur- 
vivorship right to his or her spouse is very favorable to the employee. 
At one time the plan for providing survivorship protection operated 
on an actuarial basis; that is, the amount the Government committed 
itself to pay in the form of retirement and survivorship annuity com- 
bined was equivalent actuarially to the amount which would otherwise 
have been payable to the retired employee alone if he had taken an- 
nuity in a single life basis. 

Mr. Corsett. Mr. Chairman, I wonder if the witness would yield 
for an interruption. 

Mr. Morrison (presiding). Mr. Corbett. 

Mr. Corsett. I am terribly concerned about the matter of time, and 
I ask for this break so that we might possibly get some agreement on 
program. The House is going to meet at 11 o’clock, and a number 
of Members have told me they just have to be there. I am wondering 
if the Chair would consider the possibility of getting permission from 
the House to meet at sometime this afternoon, and I am wonderin 
also if it would be in order that we can plan on further meetings, with 
Pee emphasis on some executive sessions, to get some of these 

ills cleared up and moving. 

It was very reliably reported today that the Senate is planning to 
adjourn on the 2ist of July. Even if the House adjourns on the 28th, 
we are going to have trouble getting action on much of this desirable 
legislation. 

apologize again for interrupting, but I wonder if the Chair would 
consider that for a moment. 

Mr. Rees. I think the time to bring that up is when we get through 
with this testimony. We have before us the Chairman of the Civil 
Service Commission. 

Mr. Corsetrt. I apologized for that, but we are not going to get fin- 
ished with it. 

Mr. Rees. I have been at every meeting. I do not think anybody 
has a better attendance record than I have. 
ae Morrison. Mr. Corbett has the floor. Do you yield, Mr. Cor- 

tt? 

Mr. Corzetrr. No. I am just asking the pleasure of the committee, 
through the chairman, as to whether we can arrange some way to 
properly accommodate these things. 

Mr. Lestnsxi. Mr. Chairman. 

Mr. Morrison. Mr. Lesinski. 

Mr. Lestnsx1. A preferential motion. I move that, upon comple- 
tion of the testimony of Mr. Young, all testimony to be presented 
here be considered as read, and that we go into executive session this 
afternoon. 

Mr. Rees. Is that motion in order? 

Mr. Morrison. Any member of the committee has a right to make 
a motion when I am presiding. 

Mr. Rees. You do not preside very often. 
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Mr. Morrison. I am presiding here today. Is there a second to that 
motion ? 

Mr. Broyurx. I second the motion. 
r mr. Gross. Mr. Chairman, the motion applies to the retirement 

ill? 

Mr. Lestnsxki. The retirement bill only. 

Mr. Broyut. I second the motion. 

Mr. Morrison. Mr. Rees, do you want to be heard on the motion ? 

Mr. Rees. Well, I am one of those who does not want to delay this 
matter or I would not have attended all these sessions, but I think we 
should have enough time to cross-examine or ask questions of the 
Commission. The Chairman of the Commision is certainly one of the 
most important witnesses on this legislation. 

Mr. Lestnsk1. We have only a half hour to go and he is only half- 

way through. 

Mr. Ruopes. Mr. Chairman, will the gentleman yield ? 

Mr. ee Justa minute. Mr. Davis. 

Mr. Davis. I feel this way about it, that this session was called to 
hear the Civil Service Commission, and this interruption coming right 
in the midst of Mr. Young’s testimony. I feel, with all due respect to 
our colleague, Mr. Lesinski, and all the others who expressed them- 
selves, that the motion now under consideration should be taken up in 
executive session. My own opinion is that we should let Mr. Young 
finish, and then, if we have things to consider, we can go into executive 
session. 

Mr. Morrison. Anbody at 11 o’clock can make a point of order that 
the House is in session and we could not have an executive session at 
that time. 

Mr. Davis. There are certain things that I think should be heard in 
executive session. 

Mr. Gross. Mr. Chairman. 

Mr. Morrison. I promised to recognize Mr. Rhodes. 

Mr. Ruopes. I second the motion because I feel there is no sense in 
going on with these hearings if they will last until July 28th. We 
might as well forget all about this legislation. Sometimes I think that 
is the objective. “T think we should have a showdown. I do not feel 
like coming to these hearings and see them drag on and on with the 
objective of killing this legislation by delay. 

Mr. Morrison. Mr. Gross. 

Mr. Gross. I concur fully in what Mr. Corbett has said. This is 
an extraordinary situation. Either we must take action now to expe- 
dite bringing this retirement bill out of committee or we might as well 
forget about it. I certainly urge that the gentleman’s motion be 
supported. 

Mrs. St. Grorce. Mr. Chairman. 

Mr. Morrison. Mr. Rees. 

Mr. Rees. Like Mr. Rhodes, I have been one who has been here 
attending these sessions, and I have no desire for delay, but I do think 
we should Jet the Chairman of the Civil Service Commission finish his 
testimony. 

Mr. Morrison. Mrs. St. George. 

Mrs. Sr. Grorcr. The object, I presume, of this interruption was to 
expedite matters, and I feel it is doing the very reverse, so I would like 
to see this testimony continue for the time that we have, and then I 
agree we should go into executive session to consider this matter. 
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Mr. Corserr. If we waste 5 minutes here in order to save hours and 

days later, that isexpedition. _ 

move to amend Mr. Lesinski’s motion that if agreeable to the Com- 
mission that they meet with us and complete their testimony this after- 
noon, and then we could go into executive session following that. 

Mr. Davis. How can we meet this afternoon? We would have to 
have unanimous consent of the House. 

Mr. Corsertr. I think we could get it, and if not we could meet to- 
morrow morning. 

Mr. Lestnsx1. I accept the amendment of the gentleman from Penn- 
sylvania. ‘ss 

Mr. Corsett. That the Chair should ask the House for permission to 
meet this afternoon to complete the testimony of the Civil Service 
Commission. 

Mr. Morrison. At 2 o’clock, and if not that we meet tomorrow at 10 
o'clock in executive session. 

Mr. Gusser. Parliamentary inquiry. Does completion of testimony 
mean opportunity to question the Chairman ? 

Mr. Morrison. Yes. 

Mr. Roseson. Was not this meeting called to hear the testimony of 
the Civil Service Commission ? 

Mr. Morrison. Yes. 

Mr. Rosrson. Then is this motion in order? Should it not be made 
in executive session ? 

Mr. Morrison. You do not have to wait for an executive session to 
make a motion. 

Mr. Lestnsk1. I move the previous question. 

Mr. Broyruiit. Parliamentary inquiry. Do I understand the motion 
to be that we will go into executive session tomorrow morning at 10 
o'clock ? 

Mr. Morrison. If we do not go on at 2 o’clock today. 

Mr. Broyui.. But we shall in any event go into executive session 
no later than 10 o’clock tomorrow morning ? 

Mr. Morrison. Yes. 

Mr. Gupser. Parliamentary inquiry. What other witnesses have 
been scheduled to appear other than Mr. Young? Is this the complete 
list: Mr. Young, Mr. Moore, Mr. Lawton, Mr. Trons, and Mr. Ruddock? 

Mr. Morrison. There are five on this list. 

Mr. Gupser. May I inquire of the staff if other witnesses have been 
scheduled to appear ? 

Mr. Beten. The chairman said he would like to have Mr. Irons back 
at 10 o’clock on Tuesday and at the same time he would like us to 
inform about 15 or 20 Congressmen who asked to be heard that they 
could be heard. 

Mr, Morrison. Will counsel call the roll to take a vote ? 

Mr. Rogerson. State the question. 

Mr. Rees. What is the proposal ? 

Mr. Morrison. The proposal is we will get permission to meet at 2 
o'clock this afternoon to hear the remainder of the testimony of the 
Civil Service Commission, and if it is impossible to meet at 2 o’clock, 
then we will meet tomorrow morning at 10 o’clock in executive session. 


Mr. Lestnsxr. And all testimony presented to the committee would 
be considered as read. 
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Mrs. St. Groner. Mr. Chairman, a parliamentary inquiry. 

Mr. Morrison. Mrs. St. George. 

Mrs. St. Gzorcr. Do I understand if the permission is not granted 
to meet at 2 o’clock this afternoon that we will not hear the rest of this 
testimony ? 

Mr. Morrison. We will go into executive session and decide then 
what we will do. 

Mrs. St. Georcr. Thank you. 

Mr. Creretta. Mr. Chairman, parliamentary inquiry. 

Mr. Morrison. Mr. Cretella. 

Mr. Crete.ia. In the past when we have taken up postal-rate in- 
creases and salary bills we have always made arrangement for proxy 
votes in our executive sessions. It so ee I left the hospital yes- 
terday, and I do not intend to be here this afternoon or tomorrow. 
I think we should adjust and arrange the question of proxy votes on 
amendments or on the bill before going into executive session, and we 
cannot go into that in public session. 

Mr. Morrison. The Chair will accept your proxy. 

Mr. Creretia. Accept it for what ? 

Mr. Morrison. The Chair will accept your proxy for anything, if 
there is no objection. 

Mr. Ceperserc. What about all members’ proxies? 

Mr. Morrison. The Chair will accept all members’ proxies if there 
is no objection. 

Call the roll on the motion, as amended. 

Mr. Gupser. A preferential motion. I move we go into executive 
session to resolve this question. 

Mr. Roseson. I second the motion. 

Mr. Morrison. Any objection? The Chair is going to rule that 
preferential motion—if you call it preferential—there is a motion pre- 
vious to your motion, so we will take up your motion after this motion. 

Mr. Gupser. What is the motion ? 

Mr. Morrison. The motion is that we, if possible, will go into ses- 
sion at 2 o’clock this afternoon to hear the remainder of the testimony 
of the Civil Service Commission, and after that we will go into execu- 
tive session. If we are unable to go into the matter fully this after- 
noon, then we will meet tomorrow morning at 10 o’clock in executive 
session. 

We have only 10 minutes. We might as well get this settled. So, 
Mr. Belen, will you call the names for a vote. 

(Thereupon the roll was called and the members voted as follows: 
Mr. Davis, no; Mr. Rhodes, aye; Mr. Lesinski, aye; Mr. Dowdy, no; 
Mr. Alexander, aye; Mr. Moss, aye; Mr. Robeson, no; Mrs. Pfost, aye; 
Mr. Fascell, aye; Mr. Tumulty, aye; Mr. Kilgore, aye; Mr. Holifield, 
no; Mr. Rees, no; Mr. Corbett, yes; Mrs. St. George, no; Mr. Gross, 
aye; Mr. Cretella, no; Mr. Gubser, no; Mr. Broyhill, yes; Mr. Ceder- 
berg, no; Mr. Henderson, no; Mr. Johansen, no.) 

Mr. Morrison. The Chair votes “aye.” 

Mr. Downy. Mr. Chairman, I would like to change to “aye.” 

Mr. Morrison. Mr. Dowdy votes “aye.” 

Mr. Been. Thirteen ayes and ten noes. 

Mr. Morrison. The motion is carried. 

Will you proceed, Mr. Young, please. 
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Mr. Young. In enacting the present provision, however, the Con- 
gress departed from this actuarial basis. The annuity payable after 
election of a survivor annuity is greater than would be payable after 
an actuarial reduction, and the retired employee does not bear in the 
form of a reduced annuity the full cost of the survivorship protection 
his election provides. No reason is apparent why the Government 
should assume the additional cost involved in this proposed change. 

Approximately 80 percent of employees retiring in 1955 receive 
annuities less than $2,400. Accordingly, survivor annuity would be 
entirely free in the great majority of cases. Again, I want to empha- 
size that this provision would add $112 million to the level annual 
retirement cost. 

Very few married women at retirement now elect survivor benefits 
for their husbands. In the fiscal year 1955, 1,820 married women re- 
tired ; of this total, 1,407 were eligible to elect survivor benefits. Only 
164 (12 percent of those eligible) exercised the election, and of these 
nearly one-half had retired for disability. Unless S. 2875 is amended, 
survivor benefits will be free and automatic in the case of each married 
woman at retirement, even though the husband is neither disabled nor 
dependent. ; 

The Retirement Act was amended in 1948 and in 1950 to provide 
automatic survivor annuities for the widows and widowers of all em- 
ployees who retired before April 1, 1948, and died after February 28, 
1948. If the automatic survivor annuity provisions of S. 2875 are 
enacted, there will be great pressure for an amendment to provide 
automatic annuities for the survivors of approximately 68,000 mar- 
ried employees who have retired since 1948 without electing survivor 
annuities. A rough estimate indicates that such an amendment would 
have a first-year cost of about $4,500,000 and would add $260 million 
to the unfunded accrued liabilities. 

If S. 2875 makes survivor annuity on the first $2,400 free for the 
future, there will also be great pressure for an amendment to elimi- 
nate the present reduction in annuity for those employees who re- 
tired since 1948 and have elected survivor annuities. Such action 
would be similar to that already proposed in section 3 of S. 2875, which 
would make applicable to persons retired between April of 1948 and 
October of 1949 the more liberal survivor annuity provisions adopted 
in 1949. 

To make the provision for free survivor annuity retroactive to apply 
to persons retired before January 1, 1957, and thus eliminate the 
present reduction in annuity would have an estimated first-year cost 
of $8 million and would add $80 million to the unfunded accrued 
liabilities. 

The Commission does not object to eliminating one of the present 
reduction items—the three-fourths of 1 percent for each year the wife 
or husband is under age 60 when the employee retires. This provision 
of the present law works a hardship on those employees who are forced 
to retire at younger ages by reason of disability or involuntarily sepa- 
ration. 

Eliminate the provision for a complete recomputation of an- 
nuity after reemployment of an annuitant, but allow the sup- 
plementary annuity earned during reemployment. 

At present an annuitant reemployed in the Federal service after 
reaching age 60 is not subject to the Retirement Act, and no retire- 
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ment deductions are made from his salary. He continues to receive 
his annuity, and his salary is reduced by an amount equal to his 
annuity. His retirement benefits are not redetermined and his annuity 
is not increased because of such reemployment. 

Under S. 2875 a reemployed annuitant could again become subject 
to the Retirement Act, and regular retirement deductions would be 
made from his salary. His annuity would be discontinued during 
reemployment. If he performed actual full-time service for at least 
a year, he would receive credit for retirement purposes for his addi- 
tional service, and his annuity would be recomputed, for all of his serv- 
ice, under the law in effect at the time of his final separation from 
service. If his reemployment were of a type not subject to the Re- 
tirement Act, or if he did not perform full-time service for at least a 
year, his annuity would be discontinued during reemployment and 
resumed at the same rate upon final separation. If reemployed sub- 
ject to retirement deductions for less than a year, his deductions would 
be refunded upon separation. 

Except for the requirement of a year of actual full-time service in 
order for the employee’s annuity to be recomputed, this proposal is 
a return to the unsatisfactory provisions of law which were in effect 
from 1942 until they were changed by adoption of the present provi- 
sions in 1948, 

The Commission does not favor the changes proposed by S. 2875 
for the following reasons : 

1. A provision to discontinue annuity payments during reemploy- 
ment requires actual Commission knowledge that the reemployment 
has occurred. Since the appointing officer is usually in direct con- 
tact with the annuitant he is hiring, and has the application for em- 
ployment before him, he is always in an excellent position to carry out 
the present legal requirement that salary be reduced by an amount 
equal to the annuity. Appointing officers are keenly aware of the 
responsibility to avoid overpayment of salary. 

2. Many reemployments of annuitants are for brief periods. Pres- 
ent laws avoids the administrative expense of disc continuing annuity 
payments, and eliminates the delays and expense involved in resuming 
payments when reemployment ceases. 

3. It is frequently desirable that an agency reemploy an annuitant 
in a consulting or advisory capacity, in which only occasional service 
is contemplated. Present law facilitates such an arrangement—the 
annuity continues without interruption, and salary at the regular rate, 
less the 1 day’s annuity, is paid by the agency for each day “of service 
performed. The S. Q875 provision would require a total discontinu- 
ance of annuity payments from the beginning of the month in which 
reemployment occurs to the end of the month in which reemployment 
terminates, even though the annuitant works only a few days or even 
if he does not work at all. 

4. The provisions of S. 2875 for a redetermination of annuity rights 
under the law in effect at the time of termination of reemployment, and 
for a recomputation of annuity based on total service, are particularly 
undesirable because of the windfalls which would occur. 

While the Commission agrees that a year or more of reemployment 
should operate to increase retirement benefits, recomputation can 
result in an increase out of all proportion to the value of the services 
during reemployment. This violates the principles of a well-planned 
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retirement system. Enactment of this proposal would subject ap- 
pointing officers, including Members of Congress, to extreme pressure 
from retired employees. Every time a liberalizing amendment to the 
law is enacted, retired employees would seek reappointment in order 
to secure recomputation of annuity on their entire service. It is 
therefore recommended that the annuity of a person who serves as 
much as 1 year be increased by just the amount of annuity earned 
during the reemployment under the law then in effect. 

Mr. Gupser. May I interrupt? There is no possibility that Mr. 
Young can finish prior to our 11 o’clock deadline, so I would like to 
make one brief statement, since he is going to have to come back 
anyway. 

I think we should consider very seriously the consequences of what 
we have done here this morning. There is no doubt about the fact 
we have bypassed the desires of our chairman, who ‘has said he wishes 
to have Mr. Irons back here Tuesday to proceed in an orderly fashion. 
I want to see a liberal retirement bill passed in this session. 

I have no idea what the chairman’s reactions will be to what I have 
to say, but let us face this fact. The chairman must request a rule 
from the Rules Committee in order to have this bill considered on the 
House floor. You can imagine what may or may not happen when 
that request is made. 

Second, if it is to be brought up under suspension of the rules, under 
the traditions of the House the chairman is recognized for that sus- 
pension. 

I ask this question, and I do not purport to answer it or infer an 
answer: Do you think there is a possibility, in the light of what we 
have done this morning in bypassing our chairman, that we could 
not have any legislation this session? I think that would be a great 
crime against all retirees. I think we should think about that. 

Mr. Morrison. If the question is directed to the Chair, I will not 
anticipate what the Rules Committee will do or what the Congress 
will do. I think it will be up to Congress and to the Rules Committee 
when they have the matter before them. 

Mr. Gusser. It is my personal opinion, for what it is worth, that 
we could, by what we have done this morning, effectively kill any 
retirement legislation in this session of Congress, and that would be 
acrme. 

Mr. Ruopes. Do you not think there is also a danger that this legis- 
lation can be killed by delay ? 

Mr. Gusser. It is my opinion it would not be killed by a delay until 
next Tuesday, at which time I would be very happy to vote to go into 
executive session, because I think this is important and that we should 
pass a bill at this session of Congress; but I think we run very grave 
risks in what we have done this morning, and I think we should all 
give it serious consideration and let our conscience be our guide. 

Mrs. Prost. Will the gentleman yield ? 

Mr. GuBser. Yes. 

Mrs. Prost. In the Interior and Insular Affairs Committee this 
morning, Mr. Miller, the ranking minority member, announced he 
had just come from a meeting of Senators and they said the Senate 
would adjourn on July 21. I do not know what this is worth. 
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Mr. Gussrr. Will the lady tell me if the fish will be biting in Idaho 
on the 23d? 

Mrs. Prost. I was wondering if time was not of the essence. 

Mr. Ceperserc. I do not see this Congress adjourning by the 21st, 
and I do not see why this Congress would adjourn without taking 
action on this legislation, and if it does I think it would be acting in 
bad faith with our employees. I think we are making a grave mistake 
in not having our chairman here. We can get a rule in 2 hours and we 
can act 6n it probably Friday or Saturday of next week. 

Mr. Morrison. As far as I am concerned, I am going to try to help 
Congress get a bill through. 

Mr. Ceprerserc. I would be willing to ask the leadership not to 
adjourn until we get a bill through. 

Mr. Houirrevp. Mr. Chairman. 

Mr. Morrison. Mr. Holifield. 

Mr. Hottrtexp. I voted “No” on the motion a moment ago because 
I think it would be a grave mistake not to hear the Chairman of the 
Civil Service Commission and other representatives of the Civil 
Service Commission. To go to the floor and say we had not heard the 
Civil Service Commission would prejudice our case. That is why I 
voted “No” this morning. I had an idea somebody would object to 
our meeting this afternoon. I want to get a bill out too, but I think 
it would prejudice our case if we went on the floor without hearing 
the Civil Service Commission, if we cut off Mr. Young. 

Mr. Ress. I think we ought to proceed in regular order. I do not 
know of anyone who is trying to delay the consideration of this legis- 
lation. I know Iam not. I just did not think it was quite the way 
to do to bring the Civil Service Commission in here, the agency that 
isso much involved in this thing, and cut them off. 

Mr. Morrison. I do not think they are cut off, and as far as I am 
concerned they will not be cut off. 

Mr. Lestnsk1. Will we continue here until the call of the House? 

Mr. Morrison. We will do that automatically unless somebody 
makes a point of order. 

Will you continue, Mr. Chairman ? 

Mr. Youne. The next point: 


Eliminate retroactive application of a current annuity compu- 
tation provision to employees who retired between April 1, 1948, 
and September 29, 1949. 


The present law permits a married employee retiring for disability, 
or on immediate annuity with at least 15 years of service, to elect a 
reduction in his annuity and thereby provide an annuity to the sur- 
viving spouse. The reduction is 5 percent of the first $1,500 of an- 
nuity, plus 10 percent for any excess over $1,500, plus three-fourths of 
1 percent for each full year the spouse is under age 60 at the date of 
the employee’s retirement; however, the maximum reduction is 25 

ercent. 
: From April 1, 1948, through September 29, 1949, this election was 
available only to married male employees. The required reduction 
was 10 percent of total annuity, plus three-fourths of 1 percent for 
each year the wife was under 60, with a maximum reduction of 25 
percent. 
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. §.. 2875. gives the current reduction formula to employees retired 
in the above period who then elected reduced annuities. The actual 
increase in annuity payments would operate prospectively. 

The Commission is opposed to this retroactive proposal, and urges 
the deletion of this feature for the following reasons: 

1. Retroactive application of any retirement liberalization is ob- 
jectionable in principle, except where such retroactivity is necessary 
to correct an obvious inequity. This proposal will not correct an 
inequity ; it provides a gift for a relatively small group. 

2. About 5,300 retired employees will heap from enactment of 
this provision, their annuities being increased a maximum of $75 
a year; the average increase will be about $64. The reduction in 
annuity which they elected was not an excessive price for the survivor 
benefit provided. 

3. The liberalization in 1949 is only one of many changes which 
have been made in the Retirement Act over the years. There is no 
apparent reason why this particular change should be singled out for 
retroactive application. 

4. Enactment of this provision will establish a most dangerous 
precedent. One of the basic purposes of the civil-service retirement 
system is to offer an inducement to well-qualified people to enter and 
to make a career of the Federal service. Lanealivetions in the re- 
tirement system from time to time are necessary and desirable in 
carrying out this purpose. There is not the same reason for making 
such liberalizations apply retroactively to individuals already retired. 
If this principle were adopted, improvement of the system will be 
seriously impeded by the large costs involved. 

5. If Congress approves this retroactive provision, the precedent 
it creates will be used as the basis for a strong argument from persons 
retired before the effective date of S. 2875 that any liberalizations 
resulting therefrom should be made available to them. The cost of 
applying all provisions of S. 2875 retroactively is prohibitive. 

The next point: 

Retain the present legal requirements that an employee re- 
tiring for disability had served at least 1 year subject to the act 
within the 2-year period preceding separation, as is true in the 
case of retirement for any other reason. 

Under present law no title to annuity can arise from any separation 
unless the employee involved had served in a position under the act 
for at least 1 year within the 2-year period immediately preceding his 
separation. ; 

This provision, enacted as the act of August 31, 1954, was recom- 
mended to Congress by the Civil Service Commission to plug a loop- 
hole in the law then existing, through which valuable annuity rights 
were acquired after nominal periods of retirement coverage. Under 
the law theretofore in effect, employment in a position subject to the 
Retirement Act immediately established annuity credit for all prior 
Federal service, both civilian and military. Upon separation from 
such position, annuity rights were determined by the law then in 
effect and by such other factors as attained age and type of annuity 
then selected. 

Mr. Gusser. Mr. Chairman, may I be recognized again ? 

Mr. Morrison. Mr. Gubser. 
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Mr. Gusser. I make a motion that we rescind the motion by the 
gentleman from Michigan, Mr. Lesinski, and that we proceed with 
hearings at the call of the chairman. 

Mr. JoHansen. I second the motion. 

Mr. Tumutry. Point of order, Mr. Chairman. 

Mr. Morrison. What is your point of order? 

Mr. Tumutry. The House is in session. 

Mr. Morrison. The meeting stands adjourned until 2 o’clock, 

(Thereupon, at 11:15 a. m., the hearing was adjourned until 
2 p. m. of the same day.) 
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FRIDAY, JULY 13, 1956 


House or REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE 
on Post OFFicre AND Crvin SERVICE, 
Washington, D. C. 
EXECUTIVE SESSION 


The committee proceeded to further consideration of civil-service 

roe legislation, Hon. James H. Morrison presiding. 
'. Morrison. Mr. Young, will you now take up where you left 

-. yostunday. when you were interrupted slightly, and continue, 
please ? 

Mr. Youne. I will be very delighted to have the opportunity, Mr. 
Chairman. 

Mr. Morrison. What the committee plans on doing is to take tes- 
ny for approximately an hour until 11:15 and then we have 
some business we would like to take up. So, if possible, we would 


appreciate it if a could do your best to complete your statement 


by that time. do not know how much more you have to say. 
Mr. Youne. Only about 10 minutes. 
Mr. Morrison. Then we will hear the other gentleman and, if we 
ean do it all in an hour, I think it will work out to everyone °§ satis- 
faction. So will you proceed, Mr. Young. 


STATEMENT OF HON. PHILIP YOUNG, CHAIRMAN, CIVIL SERVICE 
COMMISSION; ACCOMPANIED BY HON. GEORGE M. MOORE AND 
HON. FREDERICK J. LAWTON, COMMISSIONERS; WARREN B. 
IRONS, DIRECTOR, BUREAU OF DEPARTMENTAL OPERATIONS; 
AND ANDREW E. RUDDOCK, CHIEF OF THE RETIREMENT DIVI- 
SION—Resumed 


Mr. Youna. I would like to go back two paragraphs to the be- 
ginning of this point I was dwelling on yesterday when we were 
stopped. The point was about retaining the present legal require- 
ment that an employee retiring for disability shall have served at 
least 1 year subject to the act within the 2-year period preceding sep- 
aration, as is ture in the case of retirement for any other reason. 

Under present law no title to annuity can arise from any separa- 
tion unless the employee involved had served in a position under the 
act for at least 1 year within the 2-year period immediately preceding 
his separation. 
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This provision, enacted as the act of August 31, 1954, was recom- 
mended to Congress by the Civil Service Commission to plug a loop- 
hole in the law then existing, through which valuable annuity rights 
were acquired after nominal periods of retirement coverage. Under 
the law theretofore in effect, employment in a position subject to the 
Retirement Act immediately established annuity credit for all prior 
Federal service, both civilian and military. Upon separation from 
such position, annuity rights were determined by the law then in 
effect and by such other factors as attained age and type of annuity 
then selected. Such separation with resultant acquired benefits could 
occur after extremely short periods of service, as little as 1 day. 

Abuses fell into two major groups: (1) The acquisition of annuity 
rights where none theretofore existed, and (2) the material improve- 
ment of annuity rights already established. These abuses were pos- 
sible in the executive, legislative, and judicial branches of the Gov- 
ernment. The Commission cited to Congress a number of examples 
involving these abuses, and the Congress agreed that the amendatory 
legislation was justified. 

By act of June 4, 1956, Congress, with the Commission’s concurrence, 
inserted an exception to this rule covering cases of employees dying 
before meeting this 1-out-of-2 requirement. S. 2875 would further 
exempt an applicant for disability annuity from this requirement. 

The Commission is unable to agree with this provision, since its 
enactment would reopen to a material extent the loophole sought to be 
closed by the act of oem 31, 1954. The Commission holds the defi- 
nite opinion that in a career system such as ours material rights should 
not attach in the absence of substantial service and that the restriction 
added by the act of August 31, 1954, is a reasonable one. Approval of 
the S. 2875 provision would make it legally possible for an appointing 
officer to extend retirement coverage to a disabled individual, taking 
such action for the primary or sole purpose of according annuity 
benefits to him and possibly to his survivors. This action could be 
taken through the actual hiring of an individual, or perhaps more fre- 
quently through converting an existing appointment to a type which 
would bring him within the purview of the Retirement Act. Our 
experience in the past convinces us that these situations would arise 
with sufficient frequency to make the proposed exception for disability 
cases extremely undesirable. 

For example, during the calendar year 1955 about 80 applications 
for disability retirement were disallowed because the applicant had 
been subject to the Retirement Act for less than a year. Each of these 
disallowed cases is one in which the employee was actually disabled at 
the time he became subject to the Retirement Act, or within less than 
a year thereafter. The use of retirement funds to provide annuities 
in such cases should not be condoned by the Congress. 

In our report to the committee dated June 15, 1956, we recommended 
a number of other changes in S. 2875 which, while not of the same 
relative importance as the items we has discussed today, have con- 
siderable significance. We urge the committee to give favorable con- 
sideration to all of these recommendations. 
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RELEASE OF INFORMATION FROM RETIREMENT RECORDS 
I.wish also to call the committee’s attention to a matter which has 
developed into a major administrative problem. This involves re- 
gaan for release of information regarding benefits payable under 

e retirement law to particular individuals. 

During the administration of the Retirement Act since its inception 
in 1920, retirement records have been viewed as confidential. This 
was believed necessary because the employees themselves contributed 
substantially toward their annuities, the privacy of medical and other 
personal evidence should be respected, and the door should not be 
opened to idle curiosity seekers and the like. Only during the 4 years 
(1930-34), when this Bien was administered by the Veterans’ Admin- 
istration, was information as to annuity rate generally available; the 
Veterans’ Administration followed for this purpose its own procedure 
applicable to veterans’ pensions emocntalbatoes) under which the 
rate could be disclosed to any inquirer. 

In recent years, the Commission has been subjected to increasing 
pressure from various sources for release of retirement information 
of various types. Most of these inquiries involve Members of Con- 
gress, who were extended retirement rights in 1946, although infor- 
mation is frequently requested respecting former high Government 
officials. Apparently spearheading the campaign is Mr. V. M. New- 
ton, Jr., managing editor of the Tampa Morning Tribune, and chair- 
man of the committee for advancement of freedom of information of 
Sigma Delta Chi, national professional journalistic fraternity. 

I might interject there, perhaps some of you saw an article which 
appeared in the Washington papers about 2 weeks ago, written by 
Mr. Hoyt in the night newspapers, under date of July 9, in which 
the headline was “CSC Holds Back List of Congress Pensioners” and 
then goes on and points out that the Commission would not release 
this kind of information. That was the most recent publicity on the 
subject. 

After thoroughly considering the situation on several occasions, 
the Commission recently amended its regulations to permit releasing, 
to any person making proper inquiry, information as to amount of 
annuity or refund and the factors used in determining the payment, 
provided the claimant gives his consent. This is still far from satis- 
factory to the news outlets, but the Commission does not feel war- 
ranted in administratively proceeding further. 

In order that Congress may be aware of this situation, and be in a 
osition to change our policy if it so desires, I am presenting this 
brief résumé. In case Congress should prefer that our retirement 
records be opened to the public, we have prepared a draft of language 
which may be inserted in S. 2875 for this purpose. Enactment of this 
language will direct the Commission to publish or to disclose the 
name of any person receiving a benefit, and the amount of the benefit. 
Since the address would not be given out, this nen would not 
require the release of lists of annuitants for use by organizations 
soliciting membership, or lists for use by salesmen for various prod- 
ucts. Unless Congress does act in this regard, we propose to continue 
the present regulation under which an individual’s consent is required 
for disclosure of information regarding his case. 
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If Congress wishes to require the release of retirement information, 
this could be done by renumbering sections 7 and 8 of S. 2875 to read 
“8” and “9” respectively, and inserting a new section 7 as follows: 


DISCLOSURE OF INFORMATION 


Sec. 7. The Civil Service Commission shall publish or disclose the name (but 
not the address) of any person who is receiving or who has received a benefit 
from the civil service retirement and disability fund, and the amount of such 
benefit. Any other disclosure of information from the retirement files and 
records shall be subject to such regulations as the Civil Service Commission 
may from time to time prescribe. 


Now I will give you a short summary in conclusion, very short and 
very brief, just hitting the high spots. 

In summary, if Congress adopts all of the Commission’s proposals, 
the level annual cost of the civil-service retirement system will be 
increased by $165 million, rather than by $454 million estimated as 
the added cost of S. 2875 as it passed the Senate. The unfunded 
accrued liabilities of the system would be increased by approximately 
$1,800 million under the Comubinsion’ s proposals, rather than the in- 
crease of about $4,900 million under S. 2875. We have given you 

tables comparing the added costs of S. 2875 and of the Commission’s 
proposals, and showing annual costs under present law, S. 2875, and 
the Commission’s proposed amendments. 

Attached to this statement are two items which have already been 
submitted to your committee. These are (1) a comparison of the 
major features of the present Civil Service ‘Retirement Act, S. 2875, 
and the Commission’s proposals, and (2) a table of illustrative annui- 
ties under present law, S. 2875, and the Commission’s proposals. 

In its reports to your committee, and in this statement, we have 
emphasized the position of the administration on pending retirement 
legislation. In conclusion, the administration view with respect to 
legislation before your committee is that the Commission’s proposals 
to amend 8. 2875 represent the maximum liberalizations which can be 
accomplished at reasonable cost and without violating the principles 
of a well-planned retirement system. 

That concludes my prepared statement. Commissioner Lawton and 
Commissioner Moore are both here with me again this morning and 
may have some comments they would like to add. 

Mr. Moore. I have no comment except to endorse the statement. of 
Mr. Young. 

Mr. Lawron. I also endorse Mr. Young’s statement. 

(The following are the tables accompanying the statement of Mr. 
Young:) 
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280 REVISION OF THE CIVIL SERVICE RETIREMENT ACT 


TABLE 1.—IJllustrative employee annuities under present Civil Service Retirement 
Act, 8. 2875, and Commission proposal 


Single Married ! 


| 
Present | 8. 2875 


Average salary : , | 
csc | Present 8. 2875 
proposal | 


| 


MANDATORY RETIREMENT, AGE 70—45 YEARS’ SERVICE 





$800 $760 | $800 
2, 000 | 1, 875 | 2, 000 
2, 700 2,7 2, 505 2, 760 
3, 150 2,910 | 3, 480 
5 4,631 | 5, 640 

6, 150 | 7, 440 | 

| I 


OPTIONAL RETIREMENT, AGE 60—35 YEARS’ SERVICE 


$800 | 

aw 

2, 144 

2, 756 | 
4, 594 
6, 125 


| 
| 


~ 62-15 YEARS’ SERVICE 








$400 | 

712 | 

855 | 

ia cecmeneeuees j ; ' 998 

Se —_ 2, ¢ 1, 594 | 
I iccinterassccanemsacegel 2,100 | 


OPTION AL RETIREMENT, AGE 55—30 YEARS’ SERVICE 





$680 | $620 $750 
1, 275 5 | 1, 163 1, 406 
1) 530 1) 395 1’ 922 
1) 785 1,615 2 434 | 
2) 869 2’ 550 3, 879 | 
3, 825 3, 374 5,092 | 
| 
DISABILITY RETIREMENT, AGE 55—30 YEARS’ SERVICE 


$730 


DISABILITY RETIREMENT, AGE 45—10 YEARS’ SERVICE 


$400 | $382 
1, 000 | 975 
1, 400 | 1, 369 
1, 800 | 
i 
a 





3,000 
4, 000 








INVOLUNTARY SEPARATION, AGE 50—25 YEARS’ SERVICE 


$560 $560 

875 875 7665 
1,050 4: 1,072 919 
1, 225 1, 378 1,072 
1, 969 2, 297 1; 699 | 
2, 625 3, 3, 062 | 2, 241 | 


See footnotes at end of table. 
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TABLE 1.—Jllustrative employee annuities under present Civil Service Retirement 
Act, 8. 2875, and Commission proposal—Continued 


Single | Married ! 
Average salary Ae es 
| Present 8.2875 | CSC | Present | _ S. 2875 csc 
proposal | proposal 


DEFERRED RETIREMENT, AGE 62—5 YEARS’ SERVICE? 


| 
$175 $175 $175 | $175 $166 
250 250 250 250 238 
306 300 300 291 
304 350 350 374 
656 562 562 623 
875 750 750 831 


1 Assuming spouse of equal age, and provision for maximum survivor annuity by election of reduction on 
all annuity under present law and CSC proposal, and on any excess of earned annuity over $2,400 under 
5. 2875. 


2 Election of reduction to provide survivor benefits not available under present law. 
* Source: U. 8. Civil Service Commission, July 5, 1956. 
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284 REVISION OF THE CIVIL SERVICE RETIREMENT ACT 


TABLE 3.—I Illustrative survivor annuities under present Civil Service Retirement 
Act, 8. 2875, and Commission proposal: Children only—no surviving widow or 
widower 


5 YEARS’ SERVICE 




































































1 child 2 children | 3 children 2 
Average salary :~ —— 
Present] S. 2875 CSC |Present) S. 2875 CSC _/Present| S. 2875; CSC 
| proposal | proposal proposal 
peaee —s CEE | 
$1,000............---. $88 |  $£00 | $500 | $176 | $500 | $500 | $264 | $500 $500 
$2,500 125 720 | 720} 250] 1,250| 1,250 375 | 1,250) 1, 250 
No 150 | 720 | 720} 300} 1,440} 1,440 450 | 1,750 | 1,750 
$4,500-- = 175 | 720 | 720; 350) 1,440| 1,440 525 | 2,160 2, 160 
$7,500. __.- ; 281 720 | 720} 562] 1,440 1, 440 843 | 2,160 2, 160 
$10,000_- 375 | 720 | 720| 750 | 1, 440 1,440 | 1,125 2,160 2, 160 
a anes % | a3 = 
15 YEARS’ SERVICE 
é | l l abo 
ND sic $262 | $500 | $500 | $524 | $500 $500 | $786} $500 | $500 
$2,500 375 720 | 720| 750] 1,250 1,250 | 1,125) 1,250 1, 250 
$3,500 450 | 720 | 720} 900] 1,440 1,440 | 1,200| 1,750 | 1,750 
$4,500 480 720 | 720} 960 | 1,440} 1,440 | 1,200] 2160 | 2,160 
eee oF oe 480 720 | 720 960 | 1,440} 1,440] 1,200] 2,160 2, 160 
Ric cdte ees 480 720 | 720 | 960 | 1,440 | 1,440 | 1,200 | 2, 160 | 2, 160 
| | | | 
25 YEARS’ SERVICE 
ees = 7 =e Pee _ — pe 
$1,000 $400 | $500 | $500 | $800! $500 $500 | $1,200 | $500 | $500 
$2,500 480 | 720 720 960 | 1, 250 1,250 | 1,200 | 1,250 1, 250 
$3,500 430} 720} 720 960 | 1,440 1, 440 | 1,200 | 1,7 1, 750 
$4,500 480 720 | 720| 960} 1,440 1,440 | 1,200] 2,160 2, 160 
$7,500 480 | 720 | 720! 960! 1,440/ 1,440] 1,200] 2,160 2, 160 
$10,000 480 | 720 720 960 | 1,440 1,440 | 1,200] 2,160 2, 160 
j 
35 YEARS’ SERVICE 
| | | . S e7 | _ ie 4 
a i Sok $400 | $500| $500] $800} $500| $500 | $1,200 | _ $500 | $500 
$2,500 480 720 720} 960] 1,250| 1,250] 1,200] 1,250 | 1, 250 
ID Swale vic 480 720 | 720} 960! 1,440] 1,440] 1,200] 1,750 1, 750 
BS cic eek. 480 | 720 | 720! 960} 1,440 1,440 | 1,200] 2,160 2, 160 
SEE 480 720 720| 960| 1,440 1,440 | 1,200] 2,160 2. 160 
PUI ccs. ccm 480 | 720 720 960 | 1, 1,440 | 1,200] 2,160 2, 160 








' ! 
1 Payable on death before and after retirement under present law, S. 2875, and CSC proposal, subjec® 
under present law to restriction that retirement must have been for disability, or on immediate annuity 
with at least 15 years’ service. 
2 Under present law, additional children could increase amounts to maximum of $1,200. Under 8S. 2875 
and CSC proposal, additional children would not increase amounts shown for 3 children. 


Source: U. S. Civil Service Commission, July 5, 1956. 


Mr. Morrison. Are there any questions? 

Mr. Lestnski. I want to commend the Commissioner on his presen- 
tation and to commend him further for not releasing the names of 
retirees. I think that information should be retained as it is at the 
present time. 

That is all I have. 

Mr. Morrison. Are there any further questions? 

Mr. Downy. I am sorry I did not get to follow all of the statement. 
I have tried to read it, but have had so many other things to do that 
I have not been able to do so. 

Did you mention in your statement the place in the bill about the 
114 percent, or $25—or plus $25? Which is it? 

Mr. Youne. Plus $25. 

Mr. Dowpy. Plus $25 in the lower incomes. 

Mr. Youne. Yes. 
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Mr. Downy. Did you mention whether that should be raised to 114 
percent plus $30? 

Mr. Youne. We would advocate keeping it where it is. We talk 
about that on page 12. What we point out on page 12, very briefly, 
is the fact that the present law formula of 1 percent of average salary, 
plus $25, multiplied by years of service, in our opinion already pro- 
vides the low-salaried employee with a basic annuity which is generous 
under the present provisions of the law. Then we give some examples 
at the end of the paragraph of the way it is now. 

Mr. Moss. If the Senate bill, which adds 1 percent to the employee’s 
contribution, should be adopted, would you feel then there would be 
justification for increasing, in the lower salary areas, the amount by 
an additional $5—1 percent plus $30, rather than 1 percent plus $25? 

Mr. Youne. Of course that would run counter to our basic position. 
We feel that the financing of this retirement system should be on a 
50-50 basis and if you increase the employees’ contribution by $90 
million, or 1 percent, without a corresponding increase in the amount 
it seems to me it would throw the 50-50 idea out the window. 

It is amazing to me, I am frank to say, that the policy with respect 
to sharing contributions to the system has never been determined, 
considering how long it has been in operation. And we went back 
over the history to try to find some indication of the intent of Con- 
gress in the discussions in the past and there was practically nothing 
which would give any real basis for establishing some permanent 
sharing of the cost of the system in the record; although shins seems 
to be a general feeling on the part of everybody we talked to, especially 
those persons who have been interested in this program for a long 
time, that the traditional feeling was it should be a 50-50 proposition. 

Mr. Moss. But if you increase the contributions to the retirement 
fund on the part of the employee, there should be some increase in 
the benefit received by that employee ? 

Mr. Youne. Well, it would certainly seem to me inequitable to 
increase the percentage paid by employees for a certain group or 
groups who would not benefit from that increase. 

Mr. Moss. Thank you. 

Mr. Dowpy. Section 8 of this bill says, “This act shall take effect on 
January 1, 1957.” Now, if we enact legislation of this character and 
make a prospective effective date, how do you feel about it being ef- 
fective the 1st of the month following enactment, or some similar 
provision ¢ 

Mr. Youne. Of course a change of this size causes considerable 
administrative problems and it would be my guess it would be very 
difficult to get it into operation prior to that date. But I would like 
to ask Mr. Irons what he thinks about that. 

Mr. Irons. I would think we would have to have some lead time, 
and the way we have had it in similar general legislation of this char- 
acter in the past is to make it the first day of the first pay period in 
the third month after passage. It takes about a 60-day lead time 
to get instructions out to the agencies all over the world of how much 
to take out and what the employee will get. 

Mr. Dowpy. [ have particularly in mind people who are retiring 
between now and the Ist of January. I do not think there should 
be a retroactive date for it, but I am trying to place myself in their 
situation and I think it would be strange for them to retire, say, in 
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December, when if they could have stayed on for another month they 
would get additional retirement pay. 

Mr. Irons. You have that no matter what the cutoff date is. 

Mr. Dowpy. That is true; but here the law has already been passed. 
I do not want to make it retroactive; I do not think it should be. 

Mr. Irons. When the last major retirement act was passed in 1948, 
it was signed on February 28, 1948, and became effective on the first 
day of the second month ‘following enactment. It should be a mini- 
mum of 60 days. 

Mr. Young. A minimum of 60-day lead time is what you say you 
will need to get out instructions and that sort of thing? 

Mr. Irons. Yes. 

Mr. Dowpy. Now we have, of course, many people who are 
already retired that are not affected at all. How would you feel about 
a provision added to this bill—take the series of bills pending in the 
House to increase the payment to retirees and which probably there 
will not be an opportunity to get into at this session—how about 
adding another section to this bill bringing their retirement pay a 
little nearer in line with the new provisions being made for prospective 
retirees ? 

Mr. Youne. Of course it depends a little on how you look at it. 
It could not be based on past service to increase the pay of those al- 
ready retired; it would have to be on some other basis, and they got 
a substantial liberalization of their annuities last year. 

Mr. Lestnsx1. How does the Commission feel about the portion of 
the Senate bill that was struck out due to the fact it was not germane 
to the bill—that civil service employees may transfer funds to old- 
age and survivors’ insurance and then go back under civil service? 
In other words, if they leave the Federal Government and go into 
private industry, that they may withdraw their retirement funds 
and transfer them to social security; then, in case they come back 
into the Federal Government, they can withdraw the funds from 
social security and transfer them into civil service and pay the differ- 
ence with interest ? 

Mr. Youne. We felt it was an inadequate provision; that it did 
not achieve the objective of coordination which the administration 
had in mind; that it could be subject to abuse; that it could create 
a windfall for a few and would be difficult to work out adminis- 
tratively; also, it would be very hard for the employee to under- 
stand it to an extent where he could intelligently make up his mind 
astowhattodo. He had certain options, as I reeall. 

Mr. Lesrnsxt. He would not have a windfall, because he would have 
to pay the difference to civil service; but, if he was further employed 
under social security, he would get the difference; and, vice versa, if he 

came back to civil service he would have to pay the difference. 

Mr. Irons. I think there are really two basic difficulties with that 
section 12 that was knocked out. One, it presented the separated em- 
ployee, the employee separated under the civil service retirement sys- 
tem, with a series of choices and it has been our experience, when you 

geve people choices, where they cannot figure the equivalent v: alue of 

he choices, that frequently they do not make a wise decision. 

Here is what the separated employee would have to make up his 
mind about: Whether he wanted to take the full refund of all the de- 
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ductions under the civil service retirement system; or, if he had more 
than 5 years’ service, if he wanted to leave in the deductions under 
the civil service retirement system and take a deferred annuity at age 
62; or whether he wanted to authorize us to transfer from the deduc- 
tions the equivalent amount of the social security deduction to OSATI 
and refund to him the difference. He has to determine when he is 
going to die, so to speak, in order to make a wise decision. 

And beyond that—and one thing I am certain would be quite objec- 
tionable in other quarters, although it is of no particular concern to 
the Civil Service Commission—is that section also provided under 
certain circumstances for a refund of the social security tax. This 
would be the establishment of a precedent which I do not think would 
be very welcome. 

Mr. Lesinsk1. It is not true under the present law that they can 
transfer from one to the other ? 

Mr. Irons. Those are not taxes, they are deductions; whereas, un- 
der OASI, those are taxes are not refundable. 

Mr. Lesinsxi. But the fellow under social security can follow 
through ? 

Mr. Irons. I quite agree with you. That is exactly why the Com- 
mission feels this committee should concern itself at the appropriate 
time with coordination between the civil service retirement system and 
the old-age and survivors insurance. 

Mr. Lestnsk1. I would like to see the employee released from the 
Federal service get the benefit of OASI. 

Mr. Irons. This section 12 also fails to face the situation of the 
employee entering the civil service retirement system from social secu- 
rity coverage. He acquires no annuity survivorship rights for a least 
5 years and, in the meantime, his survivorship rights under OASI 
are being diminished. It fails to meet that issue. In other words, 
you cannot resolve that problem without a full coordination along the 
line of the bill you introduced, 

Mr. Lesinsx1. On that point, would it be proper for the committee 
to include in the report that the committee does not think it is germane 
to our consideration—that retirement under social security is not 
germane to our committee and that the Ways and Means Committee 
should go into the matter and consider that phase of the problem ? 

Mr. Younga. I think that would be a matter for the committee to 
determine, as to whether that is part of the jurisdiction of this com- 
mittee or of the Ways and Means Committee. I would not know. 

Mr. Morrison. Are there any further questions? 

Mr. Hourrteip. I was impressed by the testimony of Mr. Irons on the 
fact that for the first 5 years the civil service employee does not have 
any other right, as I understood it, other than to drawn down his 
deductions in case he is separated from Federal employment. Also 
you testified, I believe, that over half of the Federal employees were 
separated, for one reason or another, during that 5-year period—that 
over half of the ones that were employed either quit, were fired, or 
were separated for one reason or another, during the first 5 years 
of employment. Is that right? 

Mr. Irons. That is a statistical fact. 

Mr. Hoxtrietp. Under social security, at the end of 18 months an 
employee accumulates certain rights; under civil service, it is 5 years. 
I have prepared an amendment which I will read at this time and ask 
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your opinion on. It goes something like this; to be inserted at page 30, 
after line 20: 

(f) Notwithstanding the provisions of subsections (a), (b) (c), (d), and (e) 
of this section, (1) any employee who is separated or transferred to a position 
not within the purview of this Act before he has completed five years’ service 
may, at his option and upon application to the Civil Service Commission at the 
time of such separation or transfer, elect to have transferred from the civil- 
service retirement fund and deposited in the old-age and survivors insurance 
fund so much of the amount of his contributions to the civil-service retirement 
fund as would have been required to be deposited to the old-age and survivors 
insurance fund had his period of service been fully covered under the latter 
fund and, upon such election, application, and deposit to the old-age and survivors 
insurance fund shall be held and considered to have been fully insured under 
such fund for the period of such service and all rights and benefits of the Social 
Security Act based on such insurance shall accrue to him * * * 

This would take care of the man, let us say, who served 18 months 
with the Federal Government and who elects to have set aside an 
amount equivalent to the contribution to social security, in order to 
protect himself and his family during the employment period between 
18 months and 5 years. 

No. 2 of my amendment goes further and says: 

* * * (2) any employee may, at any time prior to the completion of five 
years’ service, at his option elect to have so much of the amount standing to his 
credit in the civil-service retirement fund as would have been required to fully 
insure him had such service been covered service under the Social Security 
Act to be transferred to the old-age and survivors insurance fund in the event 
of his death before he has completed five years’ service, and his survivor or 
survivors shall be entitled to rights and benefits under the Social Security Act 
as though such employee in fact had been fully insured under such Act during 
his period of service. 

According to my understanding, this would take care of the em- 
ployee, if he goes into the Federal service, who might upon entrance 
elect to have 214 ee of the 6-percent deduction set aside and, 
of course, at the end of 18 months he would start getting his protection 
up until the time of his separation from the service within the 5-year 
a Now the retirement fund of the Federal Government is ob- 

igated to return to him his deduction plus interest, anyway; so it is 
no depletion of the retirement fund unless you figure the interest on 
it, which would be very small in a case like that. But it would do the 
thing I think we are all concerned with, which is to give protection 
to the employee and his family during this period when he is not 
now protected either under the Civil Service Retirement Act or 
social security. 

Would that not be a step toward coordination which would be a 
benefit to the half of the Federal employees who leave the service with- 
ina 5-year period? Those who leave the service within a 5-year period 
would have a right to draw down the balance of their deduction in 
place of the full deduction, and the amount which would be allocated 
to social security would stand as a continuity of their social-security 
contribution and then, if they went into private industry, would 
continue on. 

What would be your attitude toward that type of amendment, prop- 
erly drawn, that would accomplish that result. I am concerned in 
your statement about this period of time. 

Mr. Youne. On the general approach and principle, it seems to me 
if that sort of thing were being considered, it would be far better to 
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take the administration’s proposal on coordination and cover em- 
ployees under social security. 

After all, there are great blocs of citizens of this country who are 
not covered by social security, and I recognize the point of your 
proposal and the objective of it 

Mr. Hotirretp. It does not go as far, I admit, as the administra- 
tion’s proposal; but, if we find it impossible from a political stand- 
point to go as far as the administration wants to go, it seems to me 
this would be moving in the direction which we are all concerned 
with, which is the protection of the individual on the basis of his 
contributions, rather than to have him go through this long 5-year 
period when he is cd just depositing money which he has a right 
to withdraw at any time during that period, yet has no actual coverage 
during that time when those deductions are set aside. My provision 
would give him protection during the interim period on the same basis 
as that given to the social-security contributor. And assuming he con- 
tinued his Government service, once he passed the 5-year period he 
would have established himself as a recipient for the regular Federal 
benefit. 

Mr. Youne. What would happen if he died during that period ? 

Mr. Houtrrevp. During that period of time, under my amendment, 
if correctly drawn, he would receive the social-security benefit pro- 
vided he passed the 18-month qualifying period which every other 
social-security contributor has to pass. In other words, it would give 
him the full right to social security between the 18-month period and 
the 5 years for which now he does not have any right at all except to 
withdraw his contribution. 

Mr. Youne. What do you think, Mr. Irons? 

Mr. Irons. I do not know what would be involved in the adminis- 
tration of this kind of proposal. I hate to show my stupidity before 
this whole group. I think I know what you are trying to accomplish 
by those words; but I am unable to follow through the implications 
of it by just hearing it. I am afraid to comment on it, frankly, as to 
what it might do in the way of social-security administration. 

Mr. Houtrrevp. I am not sure I am achieving what we want to 
achieve, but it is the principle I am thinking of. You understand the 
principle I am thinking of, I am sure. 

Mr. Irons. Yes. 

Mr. Houtrrevp. Now without regard to the wording of the amend- 
ment, would not that be a step forward toward your administration’s 
position? Yet it could be done without violence, it seems to me, 
either to the social-security fund or the Federal retirement fund, 
because the employee would have the right to withdraw his contribu- 
tion at any time up to 5 years anyway, plus interest. 

Mr. Irons. I think yes it does follow the basic intent; that is, it 
gives an optional proposition. 

Mr. Hottrretp. It would be up to the employee to declare at the 
beginning of his employment, or within the 5-year period. 

Mr. Youne. If we could have a copy of this proposal and an op- 
portunity to analyze it, we will be very glad to submit a letter to the 
committee presenting our views with respect to it. 

Mr. Morrison. Would that suffice, Mr. Holifield ? 

Mr. Hotrrtevp. That would be fine. I will be glad to have the staff 
give you a copy. 
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Mr. Morrison, Without object tion, it is so ordered. 

(The letter from the Civil Service Commission appears at the end 
of these hearings. ) 

Mr. Lestnsk1i. Last year we had considered a proposition that the 
Federal employees may draw compensation; they can get so many 
weeks of unemployment compensation up to 26 weeks, and a step has 
been made in that direction. Now this is something to consider in 
our minds. The objection from the Commission is that the total 
deduction put into social security will be 8 percent in 1970—4 by 
the employee and 4 by the employer. That is a total of 8 percent. 
So it will still be above what civil service pays. Is that correct? 

Mr. Youne. I am afraid I got lost somewhere down the line. 

Mr. Lesinski. By 1970, the contribution will be 8 percent—4 by 
the employer and 4 by the employee ee 

Mr. Youne. Under social security. 

Mr. Lesinsxt. Under civil service, it will still be 7 percent? 

Mr. Irons. Under what arrangement! That is not under the ad- 
ministration’s coordination bill. 

Mr. Lestnski. No. I mean under the projection of the view of the 
Commission, the Commission states that by 1970, in order to make 
the fund practical, it will take a total of 8 percent. The report says 
that. 

Mr. Youne. That is, generally increasing social security ? 

Mr. Lesinskr. Yes. 

_Mr. Youne. It would not affect Federal employees at the present 
time 

Mr. Lestnsxt. No. I am throwing that in to show that in changing 
the fund the amounts would be equalized if you transfer from one 
to the other. 

Mr. Morrison. Are there any further questions? 

Mr. Corzerr. Just as a matter of information at the moment, I was 
reading here the requirements or general formula a computing 
annuities for congressional employees or Congressmen. I do not have 
before me a copy of S. 2875, but did we not strike out “av erage salary” 
and substitute in lieu thereof the “five highest year average” ? 

Mr. YounG. That is correct—for Members only. 

Mr. Corserr. And the other statement in there says “not exceeding 
15 years.” That is not the present law, is it? That is on the general 
formula for computing the annuity, on page 3. In the description 
of the present law in both cases regarding Members and regarding 
congressional employees, your Commission seeks to have a limitation 
of 15 years? 

Mr. Young. Youare looking at the heading of what title ? 

Mr. Corserr. I am looking at page 3 of the tables. In the formula 
it reads “Service not to exceed 15 years.” 

Mr. Irons. For a congressional employee. 

Mr. Corserr. And a Member. 

Mr. Lawton. If he had employee service during the time of Korea. 

Mr. Corsertr. This will probably be widely circulated and the way it 
is set forth it reads to me like the total of 15 years is a ceiling. 

Mr. Lawton. No. 

Mr. Corzerr. It actually is not under the law? 


Mr. Irons. No, sir: the 15 years is intended to refer to his service 
as a congressional employee if he had such service. 
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Mr. Corserr. The other thing I would like information on—I do 
not expect you are in a position to do it right now, but at one time we 
included in the military service provision the milit: ary service which 
occurred prior to the civilian service or membership in Congress. 
Would there be any way of finding out even approximately what that 
provision of law ,would cost ? For example, suppose an er 
had serviced up to the maximum of 5 years in the Army, and 10 yea 
later was elected to Congress. He is allowed to go back and pick a 
that 5 years and it is creditable service under this law. Surely, as 
time goes by, that is going to be a pretty expensive feature of the law, 
don’t you think ? 

Mr. Youne. I think it could become so. I do not know how we 
would go about trying to get the basis for an est imi ite of it. 

Mr. Lawron. The rest of the Federal service has that benefit. It is 
the same as the rest of the Federal service. 

Mr. Corsert. I guess that applies generally. 

Mr. Lawron. It does. 

Mr. Corzerr. That is all the questions I have. 

Mr. Morrison. Are there any further questions / 

Mr. Avexanper. If I understood your statement, I believe you 
advocate that the employee contribution would never go over the 
maximum of 6 percent; is that right ? 

Mr. Youne. What we are saying is that it should be maintained 
where it is now and the cost should be shared equally by the employer 
and employee on an overall 12 percent basis—6 percent each way. 

Mr. Avexanper. In other words, you advocate a 50-50 proposition 
between the employee and the agency under whatever law is adopted ? 

Mr. Young. That is the principle which we think is a fair and 
equitable principle to forward. 

Mr. ALtexanper. Under the present law, we do not have a 50-50 
proposition now, do we / 

Mr. Youna. No. I was remarking a few minutes ago, I think before 
you came in, that we examined the history of the retirement system 
going back to the early days and talked to everyone who had been 
instrumental in working on it at one time or another, to try to find 
out what the intent of Congress was with respect to the financing for- 
mula, and while the general belief, traditionally, was that it should 
be on a 50-50 basis, there have been many instances during this period 
when it has gone all the way up and down in terms of different: pro- 
portions. I was amazed, I am frank to say, and it seems to me some 
principle should be written into the law which would set up partici- 
pation by the employer and employee in the civil-service retirement 
system and what we should seek to do. 

Mr. ALexanpver. The solvency of the retirement system, as you have 
stated, is very important. What would be the effect if the option 
to retire after 30 years’ service, without regard to age, is eliminated ? 
How much would that save or put into the kitty ? d 

Mr. Youne. It is $51 million, if I remember the figure correctly. 

Mr. Auexanper. That would be one-half of what the “employee con- 
tributes, would it not ? 

Mr. Youne. You are thinking of the 1 percent increase, the $90 
million ¢ 

Mr. ALExaNnper. Yes. 
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Mr. Young. It is a little more than 50 percent of the 1-percent 
increase on the part of the employee contribution. 

Mr. Atexanper. Also, with reference to the employees who make 
$2,500 or less, I believe under the bill under consideration they would 
pay 1 percent more than under the present law and yet, as I see it, they 
do not get any particular benefits. What benefits, if any, would they 
have that they do not have under the present law, yet would pay 1 
percent more? 

Mr. Youna. That is correct; they would be paying 1 percent more 
under that proposal and they do not get anything out of it. As I 
pointed out on page 12 of my statement, we feel that the present 
formula of 1 percent plus $25 ‘times years of service is a very liberal 
provision, and we cite examples in there of 2 or 3 different employees. 
For example, for an employee with an average salary of $1,000, his rate 
is 5.5 percent under the present law. 

Mr. Atexanper. You do feel they ought not bear another 1 percent, 
that it ought not to be increased? Is that an analysis of your position ? 

Mr. Youne. Our position is we do not think that 1 percent should 
be added on; that it should stay at the present 6 percent for the 
employee. I agreed a few moments ago, I think to Mr. Moss, if they 
have to pay an extra 1 percent and w ould not get anything out of it, 
it certainly was an inequitable situation. 

Mr. Morrison. Are there any further questions ? 

Mr. Kingore. I would like to ask a question or two with respect to 
an amendment I want to propose to bring United States Commission- 
ers under the provisions of the retirement law. The amendment is 
short. 

On page 6 of the Senate bill as reported, line 10, immediately after 
the word “(a)” insert “(1)”; and on page 6, immediately following 
line 11, insert the following: 


(2) Notwithstanding any provision of this Act or of any other law or any 
Executive order, this Act shall apply to each United States Commissioner— 
(A) who is serving in the position of United States Commissioner on the 
effective date of this paragraph and whose total compensation for services 
rendered as United States Commissioner is not less than $3,000 in each of 
the last three consecutive calendar years ending prior to such effective 
date, or 
(B) who is serving in the position of United States Commissioner after 
such effective date and whose total compensation is not less than $3,000 in 
each of the last three consecutive calendar years ending prior to the first day 
of any calendar year which begins after such effective date. 


Then, on page 10, immediately following line 11, insert the fol- 
lowing: 


(i) Each United States Commissioner who is made subject to this Act by sec- 
tion 2 (a) (2) shall be allowed credit for purposes of this Act for service as 
United States Commissioner rendered prior to, on, or after the effective date of 
this subsection. Such credit shall be on the basis of one three-hundred and thir- 
teenth of a year for each day on which such United States Commissioner renders 
service in such capacity and which is not credited for purposes of this Act for 
service performed by him in any capacity other than United States Commissioner. 
Such credit shall not be allowed for service rendered as United States Commis- 
sioner for more than three hundred and thirteen days in any one year. 


Mr. Youns. That is the same, is it not, as the bill which you intro- 
duced ? 


Mr. Kiteore. That is right. 
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Mr. Youne. Covering this point, on which the Commission, I be- 
lieve, did report favorably ? 

Mr. Kireore. That is right. I appreciated very much your com- 
ments, and want to comma appreciation to the Commission in par- 
ticular for the help you gave me in preparing the language to ac- 
complish this. 

Mr. Morrison. Are there any further questions? If not, we hav 
Mr. Irons, who has been very kind to us and has answered our rab 
tions, and Mr. Ruddock. I would like to ask at this time if you have 
anything you want to say. 

Mr. Irons. Answering for Mr. Ruddock and myself, the answer is 
“No 

Mr. Morrison. May I ask if any member of the committee would 
like to ask Mr. Ruddock or Mr. Irons any questions? If not, then on 
behalf of the committee, I want to express our deep appreci iation and 
gratitude for all the trouble and inconvenience you gentlemen went to 
to come up here and give us the benefit of your testimony. I feel the 
Chairman and the members of the Civil Service Commission, and Mr. 
Irons and Mr. Ruddock, should certainly be complimented on their 
excellent presentation and very fine and informative information in 
the testimony they have given to this committee. I certainly appre- 
ciate all the effort and trouble you went to in coming befo re our com- 
mittee, and we want to thank you. 

Mr. Youna. Thank you very much, Mr. Chairman. 

Mr. Morrison. This testimony, without objection, will be printed 
as part of the record and made public. 

Mr. Lestnsxr. And following my request of yesterday, anyone who 
wishes to testify or present testimony before the committee may have 
his statement printed in the record as though read. 

Mr. Morrison. Without objection, it is so ) ordered. 

We have statements presented by the following Members of Con- 
gress which, without objection, will be inserted in the record at this 
point. 


WASHINGTON, D. C., June 19, 1956. 
Hon. Tom Murray, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, Old House Office Building: 


Your committee is holding hearings this morning on H. R. 8812 and S. 2875 
which improve the benefits for retired, Federal employees. Because of previous 
commitments making it impossible for me to appear before your committee, I 
take this means of giving you the benefit of. my views with respect to this im- 
portant legislation. 

During the past several months I have made a careful appraisal of 8S. 2875 
and am of the opinion that the improvements in our civil-service retirement 
program as envisaged by S. 2875 and H. R. 8810 are long overdue. It has always 
been my view that the Federal Government owes our many thousands of con- 
scientious and hard-working Federal employees reasonable and adequate re- 
tirement benefits. Furthermore if the Federal service is to continue to attract 
high caliber employees it is essential that such benefits be on a par with those 
granted by private industry. I earnestly believe that S. 2875 as approved by the 
Senate goes a long way toward fulfilling these requirements. Accordingly I 
urge your committee to give careful consideration to this measure with the view 
of recommending its approval to the House of Representatives at the earliest 
possible date. 

JOHN MARSHALL BUTLER, 
United States Senator. 
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Howse or REPRESENTATIVES, 


Washington, D. C., June 25, 1956. 
Hon. Tom Murray, 


Chairman, Post Office and Civil Service Committee, 
House of Representatives, Washington, D. C. 


My Dear CoLLeaGuE: I am pleased that your committee is holding hearings 
on 8. 2875, which is one of the most important pieces of employee legislation of 
the past several decades. Considerable research and study have gone into the 
formulation of this bill, and the changes in the retirement system embodied 
therein are practical and sound. The bill corrects many inequities and incon- 
sistencies in the present law, and will greatly improve the retirement program. 
I know that your esteemed committee desires to insure a more secure and com- 
fortable retirement for our faithful Federal employees, and I hope that you will 
see fit to approve 8S. 2875 promptly. A progressive, attractive retirement system 
is essential to the welfare of Federal employees and to the efficient conduct 
of the business of Government and I believe the public interest would be served 
by the passage of 8S. 2875. 

With kindest personal regards, I am, 

Sincerely yours, 
Hvueu J. ADDONIZIO, 
Member of Congress. 





STATEMENT OF CONGRESSMAN Victor L. ANFUSO 


Mr. Chairman and members of the committee, it is always a distinct pleasure 
for me to have the opportunity to present my views to you on legislation pending 
before this committee. I always look back with a great deal of satisfaction on 
the years when I was a member of this group, on the pleasant relationships and 
the many friends I acquired. 

You have before you under consideration the so-called Johnston liberalized 
retirement bill, S. 2875, which provides for a better and more liberal retirement 
system for Federal employees and extends survivorship benefits. I am strongly 
in favor of this bill because its objectives are good and should have been enacted 
a long time ago. 

Among the objectives of this very worthwhile bill are the following: the average 
retirement annuities would be increased by about 25 percent; retirement would 
be possible at any age after 30 years of service; benefits for the disabled would 
be increased substantially ; survivors benefits would also be increased consider- 
ably, and various inequities now existing in the retirement system would be 
removed. 

It is no wonder that this measure has been described as the greatest forward 
step in Federal employee legislation in 30 years. I regard it as the most far- 
reaching step in the revision of our retirement system in many years. This bill 
meets head-on most of the retirement needs of all those who are now on the 
Federal payroll. 

I regret exceedingly that there is opposition to this bill on the part of certain 
administration officials, particularly the Civil Service Commission. The latter 
has proposed a series of amendments which, if adopted, would either completely 
nullify the bill or seriously cripple it. The Commission proposes to do away 
with the provision regarding optional retirement after 30 years of service. It 
favors proportionately large retirement increases for the higher salaried em- 
ployees. It seeks to eliminate the provision which would make it possible for 
lower salaried employees to afford survivorship benefits. 

These are basic provisions of the bill which are badly needed. Changing them 
drastically or removing them completely will not serve the purposes and the needs 
of the retirement system. We must provide the fullest possible measure of pro- 
tection to those who have given a lifetime of service to our Government so that 
they do not become public charges in their declining years. 

I urge you to approve this bill, S. 2875, as voted out by the Senate. I urge you 
not to add any crippling amendments which would seriously hurt or kill the 
intent of this bill. 

Thank you again for this opportunity to express my views on the measure. 


Sree 
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STATEMENT OF CONGRESSMAN CHARLES E. BENNETT OF FLORIDA 


Mr. Chairman, I deeply appreciate this opportunity to say a good word for 
the very worthy objectives of S. 2875, to liberalize retirement, survivorship, and 
disability benefits and correct present inequities. 

I fully realize that this is a highly technical subject and that I am not equipped 
to give actuarial information on it, but I do feel that a liberalization of retirement 
and these other benefits I have mentioned are objectives which should be sought 
and I hope that your committee will be able to report a bill to the House soon, 
either S. 2875, or another bill along these same lines. I know that this would do 
a great deal to increase morale among Government employees. 





STATEMENT BY CONGRESSMAN EMANUEL CELLER OF NEW YORK 


Mr. Chairman, I wish to thank you for giving me this opportunity to express 
my views in favor of S. 2875, the bill you are now considering. 

The need for this legislation has been apparent to me for a long time. Problems 
which have arisen in connection with the civil-service retirement system, have 
come to my attention countless times, and in each case it has seemed that only by 
remedial legislation could any concrete solution be found. There are many levels 
on which these cases have to be considered, and I am pleased indeed to note that 
most of them are covered in this bill. 

I am particularly happy that the provisions to permit optional retirement after 
30 years of service at any age, is included in the bill. Almost more than any other, 
this provision seems to have tremendous significance to those people who would 
be able and desirous of taking advantage of it. I am aware of the strong oppo- 
sition that exists with respect to this provision, on the basis that it would be 
inordinately expensive to the Government. Though on the face of it, this explana- 
tion would seem to be comprehensive, it actually does not take into account the 
fact that very few people would actually wish to retire before the regular retire- 
ment age. It is for those relatively few deserving people, who have had the mis- 
fortune to become disabled or ill, that this provision has been included. We know 
that many people on reaching retirement age are loath to retire. How many of 
us have met Government workers of 70 years of age and over, who still feel that 
they can do their jobs and wish they were given the opportunity to do so. I feel 
very strongly about the need for this provision, and hope it will be realistically 
reviewed on its merits. 

The other features of S. 2875, are all intended to liberalize the retirement system 
of Government employees by increasing annuities for the employees themselves, 
for their widows, and for their children. Such increases naturally require an 
increase in retirement deductions, and the bill provides for such an increase from 
6 percent to 7 percent. From all directions, I have found unanimous agreement 
on this increase, by employee organizations as well as from individuals them- 
selves. 

There is another overall consideration which bears examination, and that is the 
need to encourage specialists, particularly in the fields of science and research, to 
work for our Government agencies. I believe that by liberalizing our retirement 
laws, we may go a long way toward this goal. 

I am most encouraged by the fact that these hearings are being held, and 
that the House Committee on Post Office and Civil Service is giving this legislation 
such careful consideration. 





STATEMENT OF HON. IRWIN D. DAVIDSON, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF NEW YORK 


Mr. Chairman, please accept my appreciation for the courtesy extended to me 
by you and the members of your committee in granting me the opportunity to 
submit a statement for the record in support of S. 2875, the recently passed bill to 
provide amendments to the Civil Service Retirement Act. 

As I am sure the committee knows, there are in my district a great number of 
organizations representing postal employees as well as individual employees of the 
Federal Government who will benefit from the passage of this bill. Throughout 
this session of Congress I have been in constant communication with many of 
these groups and individuals who have written to advise me of their wholehearted 
and unqualified support of the bill in the form in which it is now pending before 
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this committee. I come today to add such weight as my statement may carry 
in support of this legislation. 

The committee, I am sure, does not need to be reminded of the fact that there 
has been no basic change or improvement in the civil-service retirement system 
since 1948 and improvements are long overdue. S. 2875, which was recently 
passed by the Senate, contains various provisions which will bring the retire- 
ment benefits accorded to Federal employees more into line with those provided 
by private industry. For example, the 30-year optional retirement provision, the 
increased survivor benefit provision, and the improved method for the computa- 
tion of annuities for which employees’ deductions will be increased from 6 percent 
to 7 percent, are among those provisions most enthusiastically supported by the 
groups and individuals from whom I have had correspondence on this subject. 

The entire concept of a Federal program for the payment of retirement benefits 
is not new. It stems from the basic desire of our people to reward in some 
measure the faithful service of Federal employees, who, in their declining years, 
are unable independently to effect for themselves the security and the peace of 
mind which the Federal program envisions. 

As I have said, the program is now somewhat antiquated. I think everyone 
will agree that the need for revision exists. The only question remaining is one 
of quality and quantity. 

In my opinion, and in the opinion of those with whom I have spoken, the latter 
being the people most intimately connected with and affected by the provisions 
of S. 2875, there is a unanimity of thought that the present bill is completely 
effective for the purposes for which it was proposed. 

Since this session of Congress is rapidly drawing to a close, and since it may 
soon appear that “time is of the essence,” I respectfully submit to the committee 
and request of it that S. 2875 be reported to the House in its present form, with- 
out amendment. 





House OF REPRESENTATIVES, 
Washington, D. C., July 10, 1956. 
Hon. Tom MurRRAay, 
Chairman, House Post Office and Civil Service Committee, 
Old House Office Building. 


My Dear CHAIRMAN Murray: My understanding is that your committee has 
been holding hearings on S. 2875, which, if enacted, will improve the retirement 
benefits to Federal employees. 

I have always taken the position that we must be more realistic as to retire- 
ment benefits, and therefore believe that the laws pertaining thereto should be 
revised. I am happy to see that S. 2875, among other provisions, makes the 
fund more soivent by requiring the Federal departments and agencies to make 
the money available from their appropriated funds on a yearly basis, thus meet- 
ing the Federal Government’s contributory obligation. 

I trust that your committee will see fit to report this legislation at an early 
date. 

Sincerely yours, 
James P. S. Devereux, 
Member of Congress. 





STATEMENT BY Hon. IstporE DoLLINGER, OF New YorkK 


Mr. Chairman, I urge you and the members of your committee to take prompt 
and favorable action on S. 2875 to revise the Civil Service Retirement Act. 

The glaring need for revision of the Retirement Act has been recognized by 
Congress and Federal employees for many years. The present law is difficult to 
administer; many inequities are apparent; benefits have not kept pace with 
economic changes and increased living costs. Those dependent upon their retire- 
ment benefits today are suffering real hardships. 

Our Government has not kept pace with private industry regarding retirement 
prograims. Asa result, we find it most difficult to attract professional and skilled 
persons needed in our Federal services. Management and employees claim that 
the high separation rate of career personnel in Federal service is directly at- 
tributable to deficiencies and inequities in our present law. Government workers 
have come to feel that the Federal Government has little or no interest in their 
future welfare, that they have been neglected, and their faithful service ignored. 
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It is time we proved to our Federal employees that we appreciate their efforts 
and that the Federal Government will give them the maximum assistance and 
protection possible. Such action on our part is necessary if we are to attract 
capable and good workers to Federal service and maintain the morale of our 
employees. 

S. 2875 provides, among other things, sorely needed liberalized and expanded 
retirement, survivorship, and disability benefits ; it removes or corrects inequities 
now existing, and contains many other necessary and desirable provisions. The 
Senate Committee on Post Office and Civil Service held extensive full public 
hearings on the measure, numerous executive sessions; it seriously and con- 
scientiously studied many reports and related material. It is an excellent bill 
which has strong support and the backing of numerous organizations represent- 
ing civil-service employees. Many hundreds of letters have been sent me by in- 
dividuals overwhelmingly in favor of it. Our Federal employees want and de- 
serve the improvements as contained in 8. 2875. 

In view of the extensive work done by the Senate committee and in view of 
the fact that so many organizations and individuals have advised us that they 
favor S. 2875, I trust that your committee will find it practicable to vote the bill 
out in its present form, without delay so that the House may take action on it 
as soon as possible. This legislation is vitally important and our Federal em- 
ployees are entitled to our best attention and consideration concerning it. 

I wish to take this opportunity to say that we must also provide for increases 
in benefits of former employees now on the retirement rolls and I trust that your 
committee will give attention to and approve proposed legislation regarding such 
increases in the near future. 





CONGRESS OF THE UNTED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., June 9, 1956. 
Hon. ToM MuRRAY, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D. C. 


My Dear Mr. CHAIRMAN: I understand that your committee is scheduled to 
begin hearings on June 19 on 8S. 2875, and I wish to endorse the provisions of 
this bill and urge immediate action so that the legislation can be placed on the 
statute books this year. 

As I am sure you will agree a revision of the Civil Service Retirement Act is 
urgently needed to remove the deficiencies and inequities in the present law. 
Civil-service retirement benefits are inadequate at the present time and I be- 
lieve that S. 2875 will go a long way toward correcting the situation. It seems to 
me to be a fair bill and one that will not be too costly to the Government. 

I sincerely hope that your committee will see fit to take favorable action on 
this measure. 

With best personal wishes, I am 

Yours very truly, 
HERMAN P. EBERHARTER. 





STATEMENT OF Hon. Paut A. FINO, of NEW YorK 


Mr. Chairman and members of the committee, I am Congressman Paul A. Fino, 
representing the 25th Congressional District of New York. I welcome the privi- 
lege and opportunity to appear before this committee in support of S. 2875, the 
bill to revise the Civil Service Retirement Act. 

For many years, as evidenced by the great number of bills introduced during 
this and past sessions of Congress to amend the civil-service retirement system, 
it has been plain to see that there is a pressing need for a complete reappraisal 
and revamping of this system. 

Federal employee organizations, and thousands of my constituents, have 
brought to my attention, over and over again, many deficiencies in our present 
law which have hurt the efficient operation of the United States Government. 
We know that we have a very high separation rate of career employees. We are 
losing too many good employees to private industry every day. We are disturbed 
because we have great difficulty in attracting scientists, engineers, chemists, and 
other skilled personnel, which we must have if our Government is to perform 
efficiently and satisfactorily. We have, in too many instances, low employee 
morale, Once a Federal employee has the assurance of a good civil-service retire- 
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ment program, with liberalized expanded retirement, survivorship and disability 
benefits as provided in S. 2875, he is going to have more peace of mind for himself 
and his family, and he will consequently do a better job. Enactment of 8. 2875, 
with its additional benefits for Federal employees, will serve to augment the 
meager allowance granted under the present formula for long and faithful 
service. 

Many private business corporations, as well as city and State governments, 
have improved their retirement plans for their employees in recent years. I feel 
it is only fair that the Federal Government should do likewise for its faithful 
workers. 

I believe that Federal employees, under our present Retirement Act, pay more 
for what they receive in retirement benefits than any other group in the United 
States. In 1955, more than 50 percent of Federal retirees were receiving $1,300 
per annum or less. As of June 30, 1954, more than one-fifth of them were 
receiving $600 per year or less. 

Probably the worst hit persons in our present-day economy are the hundreds 
of thousands of retired Federal employees who must subsist on fixed pensions. 
We all know the serious effect the high cost of living has had on the physical 
well-being of these retired workers. 

Many of these former public servants, because of their long periods of Federal 
service and their advanced age, are particularly subjected to illnesses and are in 
constant need of medical care and attention. This is an added expense to their 
necessary living costs which they can little afford under our present Retirement 
Act. Now we have an opportunity to help those who will retire in the future by 
giving our approval to 8. 2875. 

It is the duty of Congress to see that not only our present Federal employees 
receive adequate compensation, but also that those who retire after many years 
of service will receive a fair and just annuity. Let us carry out that duty by 
giving our approval to this equitable and remedial piece of legislation. With 
the enactment of 8S. 2875, we will guarantee that future retirees and their 
dependents will not merely exist. They will live in dignity, with a reasonable 
amount of assured income each month. 

S. 2875, as passed by the Senate, is enlightened legislation, beneficial to all 
Government employees. I urge the members of this committee to report the bill 
favorably, without any crippling or hampering amendments. 





STATEMENT OF HON. SAMUEL N. FRIEDEL, OF MARYLAND 


Mr. Chairman and members of the committee, thank you for this opportunity 
to appear before you today. 

On behalf of the Federal employees in the Seventh Congressional District 
of Maryland and the thousands of loyal Government civil servants throughout 
the Nation, I wish to endorse the principles of Senator Johnston’s bill, S. 2875, 
which provides for a much-needed revision in our Civil Service Retirement Act. 

It has been brought out during these hearings that a liberalization of the system 
is much needed. No complete revision has been made in the Civil Service Re- 
tirement Act since it was enacted in 1920. In the ensuing years, the cost of 
living has increased tremendously. Although the Congress authorized several 
increases in benefits over the last few years, these increases have fallen far short 
of the rising trend of the cost of living. 

The passage of the Johnston bill is a positive step in the revision of the 
United States Civil Service Retirement Act to eliminate inequities and to acquire 
a much-needed increase in order that the Federal employee may be assured 
of an American standard of living. 

It is the duty and moral obligation of Members of Congress to enact legisla- 
tion to insure the efficient operation of the Government. Therefore, it is the 
duty of Members of Congress to encourage capable and competent civil servants 
to make their jobs a career. A revision such as provided in S. 2875 will cer- 
tainly build morale among our Federal employees. It is the moral obligation 
of this Government to keep the Federal employees retirement system in line 
with the developments in our national economy. 

The formula for computing annuities in S. 2875 would bring retirement bene- 
fits more equitably in line with those existing in private industry today, and 
many other liberalizing features of the bill are long past due. It would not 
be objectionable to a large majority of employees to increase their contribution 
to the civil service retirement fund to offset a part of the increased benefits. 
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We in Congress cannot ignore our faithful and loyal Government workers by 
refusing to provide a more liberal retirement system. 

I feel that the Johnston bill should be enacted by the Congress at the earliest 
possible date because it provides for many just and greatly needed improvements 
in the present law. 





CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., June 25, 1956. 
Hon. Tom Murray, 
Chairman, Post Office and Civil Service Committee, 
House Office Building, Washington, D. C. 


Dear Mr. CHAIRMAN : I submit herewith this short statement in support of the 
bill S. 2875, known as the 30-year retirement bill. I discussed this matter-with 
the secretary of Branch 213, National Association of Letter Carriers. The group 
was auxious to have the provisions of this bill approved, with which I concur. 

Also, they desire, when negotiations are being considered, that their repre- 
sentative in the union be permitted to be present and assist them with their 
negutiations. My relations with this group have beeen cordial and pleasant 
for many years. Consequently, I want to do everything I can to help them 
carry out their program. 

Sincerely yours, 
Leroy Jonnson, M. C. 


STATEMENT OF Hon. ARTHUR G. KLELN, OF NEW YORK 


The House Post Office and Civil Service Committee is now considering in S. 2875 
a measure that has frequently been referred to as one of the most progressive 
and important pieces of Federal employee legislation that has been before Con- 
gress in many years. 

This statement is no exaggeration. The purpose of this bill is to revise funda- 
mentally the Civil Service Retirement Act, and it certainly is high time that this 
law, which plays so vital a role in the security and peace of mind of retired 
Government employees, be amended so that it can do the job it is supposed to do. 
The provisions of the present Retirement Act are so hopelessly outdated that 
thousands of retirees are waging a losing battle to make ends meet and the 
Federal Government is justly being accused of being both miserly and indifferent. 

Rarely has a measure affecting Federal employees been sought for such a long 
time. Rarely has such an important bill of this type received such complete 
endorsement by the rank and file of civil servants. 

There are good reasons for this enthusiasm. SS. 2875 is a good bill, it is a 
thoughtful bill, and it is a badly needed bill designed to overcome the glaringly 
unrealistic and outmoded provisions of the present retirement act. 

This brief statement is not the place to discuss the details of this measure. 
These details are already available to this committee through the testimony of 
its witnesses, from the hearings held by the Senate Post Office and Civil Service 
Committee, and from the discussion on the Senate floor prior to the passage of 
the bill by the upper House. 

In general terms, working within the structure of the existing civil service re 
tirement system, S. 2875 provides for a long-justified and very much-needed 
expansion and liberalization of retirement, survivor, and disability benefits. The 
bill also removes or corrects many existing inequities, and it provides an oppor- 
tunity for continuity of coverage under social security or civil service retirement 
for workers who may shift back and forth between Federal and private employ- 
ment. SS. 2875 also clarifies vague or conflicting provisions of the present law, 
making the retirement act more easily administered by the Civil Service Com- 
mission and more easily understood by the Government employees. 

Benefits for retired employees are expected to increase, on the average, by 
about 25 percent under 8S. 2875. Survivor benefits will, percentagewise, be in- 
creased substantially more. These latter benefits, especially, should be very 
greatly increased. At their present level, they are a national disgrace. 

It is difficult to see how any reasonable person can be opposed to the liberalized 
retirement formula established by S. 2875. Nobody has to be told about how 
much it costs to live these days. - Business and labor groups recognize and, for 


80207—56——_20 








300 REVISION OF THE CIVIL SERVICE RETIREMENT ACT 


the most part, are responsive to the cost of living in wage and pension negotia- 
tions. Federal employees got a pay raise last year, but nothing of consequence 
has been done for a long, long time to bring retirement benefits up near where 
they should be. 

Present Federal Government retirement rates simply do not make sufficient 
payments for a retiree to live with the minimum comforts that he has every 
right to expect. Retiring Government employees deserve much more than they 
can hope to receive under the existing law. Elementary justice and humanity 
require Congress to enact S. 2875 without delay and without amendments. 

There are other compelling reasons why this Congress should pass 8. 2875 
before it adjourns. One of these reasons is the high rate of turnover among 
Government employees. The Federal civil service simply is not attractive enough 
to hold its trained personnel. This turnover is tremendously costly to the United 
States Government. An adequate retirement system would be an inducement 
for people to stick with their jobs. Private business learned this long ago. 
It is certainly time that the Federal Government learns this also, and does 
something about it. 

We in Congress can do something about it now. In fact, we cannot afford to 
ignore or procrastinate any longer. The Senate has already given its approval 
to this bill. Wein the House would be derelict in our duty if we failed to pass 
S. 2875. I strongly urge the Committee on Post Office and Civil Service to act 
favorably upon this measure in its present form without any further delay, so 
that it may be enacted into law prior to the adjournment of Congress. 


STATEMENT OF Hon. THomas P. O'NEILL, JR., A REPRESENTATIVE IN CONGRESS OF 
THE 1lrH MASsSACHUSETYsS DistTricT 


Mr. Chairman and members of the committee, as the members of this com- 
mittee are well aware, there has been no major revision of the Civil Service 
Retirement Act since 1948. 

In the intervening period, private industry has made great strides in im- 
proving pension plans for its workers. In addition, during the past 6 years, 
there have been two major revisions of the Social Security Act. 

It seems clear, therefore, that it is most appropriate for the Congress to enact 
large-scale improvements in the retirement program for Federal employees prior 
to adjournment. 

Several weeks ago, the Senate approved S. 2875 after extensive hearings by 
its Committee on Post Office and Civil Service. In reviewing the action of the 
other body, [ was impressed with the overwhelming sentiment for retaining the 
bills major provisions without amendment, as indicated by two recorded yotes 
on the measure, 

There are three particular points in 8. 2875, which seem to me to be of para- 
mount importance. Of course, there are other commendable features, but their 
justification would require many more pages. 

That section of the bill increasing the percentage factor for computing an- 
nuities to 2 percent for all years beyond the first 5 of service is most important. 
As a matter of fact, ample justification can be made to apply the 2 percent com- 
putation to an employee’s entire length of service. From that standpoint, the 
measure is moderate in its revised formula for determining annuities. 

Another feature of S. 2875, which is noteworthy, is the provision of annuities 
for surviving widows without any reduction up to the first $2,400 of the em- 
ployee’s pension. The simple fact is, Mr. Chairman, that employees at the time 
of retirement are reluctant to select a survivorship annuity for their wives be- 
cause of the penalty they must accept for this selection. 

In the first place, the widow is entitled only to one-half the employee's pension 
after his death. Secondly, he must accept a 5 percent reduction on the first 
$1,500 of his annuity and 10 percent on the remainder during his life. In addi- 
tion, another reduction is added for each year his wife is below 60 years of age 
at the time of his retirement. Therefore, his pension is very substantially re- 
duced by choosing to protect his widow upon his death. These factors militate 
against Federal workers requesting a survivorship annuity at the time of 
retirement, 

The provision in S. 2875 permitting the widow to receive 50 percent of the em- 
ployee’s pension upon his death without any penalty on the first $2,400 of his 
annuity will aid materially in stimulating the selection of the survivorship bene- 
fit, which is provided in the act. Moreover, it will enable the couple to live just 
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a little beyond the bare necessities of life while the retired Federal worker is 
still alive. 

The final point I desire to emphasize is the section permitting Federal em- 
ployees to retire after 30 years of service, regardless of age. So that there will 
be no undue apprehension on this score, it should be noted that the Federal 
worker who retires at age 52 under the bill would have his full annuity reduced 
by approximately 12 percent. The point is that the bill does not provide a give- 
away in this regard. It simply liberalizes the age at which an employee may 
retire and the formula to be used in determining the amount of his reduction. 

During the past several years, various Federal employees have expressed to 
me their keen interest in this particular matter. Rightly they feel that after 
30 years of service to the Federal Government as a career they should be entitled 
to enjoy the later years of life on a modest income. I concur with their thinking. 

In this atomic age, we are working under ever-increasing stresses and strains. 
The rapid pace of our present life places a great burden on the physical and 
mental health of our workers. Certainly from the standpoint of enlightened 
humanitarianism if nothing else we as a Government should allow our Federal 
workers to retire after they have devoted that number of years to Federal 
service. 

Mr. Chairman, I urge that this committee take early favorable action on 
S. 2875. 


STATEMENT OF Hon. THomMaAS M. PELLY, OF WASHINGTON 


Mr. Chairman and members of the committee, my name is Thomas M. Pelly. 
I represent the First Congressional District of the State of Washington, and at 
the outset let me say I appreciate the opportunity to testify in support of 8. 2875. 
I strongly urge that it be reported favorably. There are approximately 35,000 
civilian Federal employees in the First Congressional District which comprises 
Seattle and Kitsap County and naturally I am familiar with the problems of the 
Federal career worker. 

The Civil Service Retirement Act of 1930, as amended, has been one of the 
cornerstones of the Federal personnel program. It has in past years served as 
an inducement for many of our citizens to enter Federal service. But since 
inflation cut the purchasing power of the dollar in half, the Government service 
has been less attractive. No one can deny the desirability of reducing attrition 
and turnover in Federal employment. It is expensive. In particular, Federal 
service should appeal to the best talent in all fields. I believe S. 2875 would go 
a long way toward such a goal. 

Since the program was originally enacted, it has undergone many changes. 
However, there has been no major revision of the retirement system since 1948. 
Meanwhile, pension programs in private industry have been liberalized year 
after year. This has resulted in one of the most important phases of the civil- 
service personnel program losing some of its effectiveness. 

While there are numerous features of the bill which commend themselves, 
there are three in particular, which I feel deserve particular attention. 

First, S. 2875 offers the opportunity for Federal employees to retire after 30 
years of service, regardless of age with a lesser reduction in annuity than is now 
the case. This, it seems to me, is one of the vital points of the measure. 

The basic concept in any retirement program is to recognize long and devoted 
service of employees by permitting them to enjoy the later years of life without 
the need for engaging in gainful employment. From this standpoint, it is com- 
pletely equitable to enable Federal employees to retire after 30 years of service 
at any age. Heretofore, the reduction in annuity encountered by those who 
retired between 55 and 60 years of age was prohibitive, so that relatively few 
employees took advantage of the opportunity. The formula provided in S. 2875 
will make it possible for many more employees to use this type of retirement in 
the future. 

In addition, it should be noted that there has been a continuing reduction in 
Federal personnel during the past decade. If employees with 30 years’ service 
were able to retire with the assurance of a decent annuity, greater opportunity 
would be available for younger Federal workers to remain in service and to take 
advantage of promotional opportunities. 

Second, the provision of S. 2875 granting to survivors of employees annuities 
without penalty up to the first $2,400 of the employee’s pension is most impor- 
tant. Asa matter of fact, I would recommend that the $2,400 figure be increased 
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to insure incomes for many surviving widows, many of whom are now left 
without funds when their husbands, who are Federal annuitants, die. 

A report of the Civil Service Commission indicates, I am told, that 1 out of 3 
civil-service employees fail to designate their widows to receive an annuity upon 
the death of their husbands. Most of the one-third who do not make the sur- 
vivorship selection are in the low-annuity brackets. 

There is one primary reason for the reluctance of a great number of Federal 
employees to choose the survivorship annuity at the time of retirement. The 
present low pensions and the reductions applied when an employee exercises 
the survivorship selection frequently makes it impossible for him to maintain 
himself and his spouse at a minimum standard of living until his death. If he 
exercises the option of providing a pension of 50 percent of his annuity for his 
wife after his death, his own annuity is reduced by 5 percent on the first $1,500 
of his annuity plus 10 percent for all above that amount. In addition, his pension 
is further reduced for each year his wife is below 60 years of age at the time of 
his retirement. 

When one realizes, as I have been informed, that the average annuity of 
retired Federal workers in 1954 was $1,500, it is easy to understand the reluc- 
tance of these employees to provide for a survivorship annuity. 

It can be seen, then, that this provision of S. 2875 is most important if the 
civil-service system is to discharge its full obligation to Federal employees who 
retire and their spouses. 

Third, the bill will be most helpful to Federal workers who become disabled 
while employed by the Federal Government. I am not referring, of course, to 
on-the-job injuries, which are covered by the Federal Employees Compensation 
Act. I have in mind employees who, because of the arduous duties of their jobs, 
or because of some unforeseen physical circumstance find it impossible to con- 
tinue with their work because of total disability. 

Under the present law, many of these employees receive such small amounts 
as $40 or $50 a month. While these amounts may be generous in terms of the 
employee’s length of service, they may well result in the worker becoming a pub- 
lic charge because in so many instances he must have continuing and costly 
medical attention. 

This points up the need for some type of minimum annuity for these indi- 
viduals. 

S. 2875 proposes a “floor” of 40 percent of the employee’s average salary or 
the amount obtained by increasing his total service by the number of years 
between his separation because of disability and the date he reached age 60, 
whichever is lesser. 

This is a highly commendable feature of the bill. 

There are other features of S. 2875 which merit particular mention and 
endorsement. However, I realize the time for testimony on this legislation is 
limited. 

So, in closing, permit me to emphasize again my endorsement of the principles 
of S. 2875. Favorable action on the bill by the committee, I am confident, will 
be a great service for Federal employees and their families and the Federal 
Government as well. 


STATEMENT OF Hon. Cart D. PERKINS or KENTUCKY 


The retirement program for Government employees has drifted from its high 
place among the retirement systems of this country to one of the less desira- 
ble programs. At this time when the cost-of-living index has reached an all- 
time peak, we find an employee of General Motors or any one of several other 
major employers who earns an annual wage of $4,200 a year may look for- 
ward to retiring with a monthly income of $262.75 per month for himself 
and his wife. A Government employee with a 5-year average earnings of 
$4,200 a year with 30 years’ service can only look forward to a retirement in- 
come of $167 per month. If the Government employee has only 20 years’ serv- 
ice his retirement income would be only $110 per month. It is essential that 
the Government retirement system be brought into line with that of the large 
industrial concerns who pay more liberal salaries and provide a Federal re- 
tirement plan at a much smaller cost for the employee. The civil-service re- 
tirement system should include a provision for the retirement of civilian 
employees with 30 years of service similar to that of the armed services. This 
provision should not penalize these 30-year people by reducing the retire- 
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ment annuity 3 percent for each year under the age of 60. The Government 
retirement system should also provide increases for those loyal workers that 
have already retired and give full credit for services in the Armed Forces. 
Although the employees contribution to the civil-service retirement fund is 
approximately twice the maximum social-security tax, the great majority of 
Government employees will not object to an increase in this rate to 7 percent 
if adequate retirement rights are covered by this increase. It is important 
that the necessary provisions be included in this act to prevent a reduction of 
retirement benefits to the group of workers who earn an average of $2,000 to 
$2,500 a year. These workers should not be required to increase their re- 
tirement contribution without a corresponding increase in retirement benefits. 

Now there is another group that this committee should give consideration 
to that have rendered faithful and conscientious service in the course of their 
employment for many years. I am speaking of the fourth-class postmasters. 
In this group we find many faithful employees earning less than $500 annually, 
and a great majority earning about $1,000. From the standpoint of all jus- 
tice, these fourth-class postmasters should receive an increase in their re- 
tirement benefits in order that they may look forward in the future with some 
security on the same basis as other employees. 

It is true that our experience today indicates that the employee is actually 
paying the major part of the cost of the Government retirement system. There 
may be justification for increasing this rate if a proper increase is made in 
the retirement payments. I urge this committee to approve the Johnston bill, 
8. 2875, as passed by the Senate. 





House OF REPRESENTATIVES, 
Washington, D. C., June 21, 1956. 
Post OFFICE AND CiviL SERVICE COMMITTEE, 
House of Representatives, Washington, D.C. 

My DEAR COLLEAGUES: I wish to go on record as supporting a favorable 
report on S. 2875 without amendment. A new formula to provide a larger 
annuity and other benefits is badly needed to maintain a standard of living 
in keeping with present-day American standards. 

The current law is totally inadequate for present-day needs. S. 2875 eliminates 
many of the undesirable features of this law by bringing about urgently needed 
improvements in the civil-service retirement system and thereby accruing bene- 
fits of signal importance to all Federal employees. 

It is my earnest wish that the liberalizing provisions of S. 2875 be enacted 
into law at this session of Congress. I respectfully urge prompt and favorable 
action on this matter: 

Yours truly, 


ApAamM CLAYTON PowELL, Jr., M. C. 


STATEMENT OF Hon. JOHN J. ROONEY, or NEw YOrkK 


Mr. Chairman, distinguished members of the House Committee on Post Office 
and Civil Service, I wish to express my appreciation for this opportunity to 
present my views concerning legislation to liberalize civil service retirement 
system benefits. I understand that your committee will consider S. 2875, intro- 
duced by Senator Olin D. Johnston of South Carolina, chairman of the Senate 
Post Office and Civil Service Committee, which passed the Senate on May 23, 
1956, as well as other retirement measures. 

I respectfully and strongly urge your adoption of the Senate bill, 8S. 2875. 

This bill as passed in the other body has the support and cooperation of various 
postal and other Federal employee organizations. It includes a 30-year optional 
retirement; increased annuities to employees upon their retirement from the 
Federal service; more liberal benefits to employees who suffer total disabilities 
during their careers ; larger payments,.to widows, dependent widowers, and minor 
children; and many viher benefits of great: importance to the Federal career 
employee. 

I had the privilege of actively supporting and voting for improvements in the 
civil service retirement system in 1948. There has been no basic change or 
improvement since that time and I am firmly convinced that changes such as 
those I have mentioned herein are long overdue. As we are rapidly approaching 
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the end of the 2d session of the 84th Congress, I sincerely hope that your com- 
mittee will favorably consider this meritorious legislation as expeditiously as 
possible so that our loyal and efficient postal employees and all other Federal 
workers may enjoy the additional benefits to which they are entitled. 

In closing, I would like also to urge approval by your committee of a bill, 
H. R. 11383, which I intreduced to. provide, certain increases in annuity for 
retired employees under the Civil Service Retirement Act of May 29, 1930, and 
for other purposes. This legislation is for the welfare of thousands of former 
Federal employees who are definitely in need of additional funds to maintain 
a decent and adequate American standard of living. The National Association 
of Retired Civil Employees, at its recent convention here in Washington, attended 
by 500 delegates from the 48 States, unanimously endorsed this legislation. 
There appears to be such nationwide sentiment and bipartisan support for this 
measure that I trust your committee will grant prompt approval thereof. 





STATEMENT OF CONGRESSMAN PETER W. RopINo, Jr., OF NEW JERSEY 


Mr. Chairman and members of the committee, I appreciate this opportunity 
you have accorded me to register my support of legislation designed to improve 
the financial situation of retired civil servants, their survivors and dependents. 
These are people who, by reason of age or disability, are forced to live on a 
measured income. The postwar inflationary spiral has doubled their costs of 
living, as it has everyone else’s; but their compensation has failed to increase 
accordingly. The latest report of the Consumer’s Price Index informs us that 
living costs in the United States are at an all-time record high, and every in- 
dication points toward future increases in the immediate future. The present 
situation is the steel industry is almost certain to guarantee such results. 

Congress has a moral obligation to be concerned with the welfare of retired 
Government workers and their families, because their financial security is tied 
up with and limited by the civil-service retirement plan and that plan can be 
altered to prevent inequities only by legislation. 

As author of bill H. R. 11418, establishing a more equitable retirement pro- 
gram for our workers, I heartily endorse S. 2875 which you now have under 
consideration. 


STATEMENT OF Hon. Bos WILSON, OF CALIFORNIA 


Mr. Chairman, because of the thousands of Federal employees in the area which 
I represent (San Diego, Calif.), interest is extremely high in the, legislation 
presently under consideration by your committee 

In many respects, existing retirement, survivorship, and disability laws are 
archaic. There is a particular need, I feel, for liberalization of the amounts pay- 
able to retirees. Provision should be made for an optional retirement, and I 
believe 8S. 2875 adequately meets this problem. 

I would particularly support the provisions relative to the improvement of 
survivor benefits payable under this legislation. 

The effective date of this act is January 1, 1957. A number of employee groups 
in my district have proposed that the act be amended to either make the effective 
date July 1, 1956, or provide that, if the effective date is January 1, 1957, those 
who. retire between July 1 and December 31. 1956. will, on January 1, 1957, be 
eligible for the benefits of the act as though they were on that date retiring. I 
am advised that there are numbers of employees who would retire during the first 
half of fiscal 1957 but who, unless such a provision is made for retroactive appli- 
cation, could not afford to retire until January 1957. There are many others who, 
due to health and numerous other exigencies, would not be able to continue work- 
ing until January 1957, with the result that, as the act is presently written, they 
would not receive the full benefit thereof. I thus urge that an appropriate 
amendment be considered by. your committee effectuating this proposal. 

It is further respectfully urged that expeditious consideration be accorded this 
vital piece of legislation. 

Thank you, Mr. Chairman. 
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STATEMENT OF Hon. JAMES G. FULTON, CONGRESSMAN FROM PENNSYLVANIA 


Someone has stated this, of old age: “Old age is a good and pleasant time. It 
is true that you are gently shouldered off the stage, but then you are given such 
a comfortable front stall as a spectator ; and, if you have really played your part, 
you are more content to sit down and watch.” Someone else has described it as 
“that happy age when a man can be idle with impunity.” 

This ideal picture of old age has not been true for most of our retired civil 
servants. During the past decade and more, their old age has been filled with the 
trials and tribulations, caused by the high cost of living, which has beset them. 

Instead of enjoying the sunset of their lives. many of our elder citizens have 
been forced to live in frugality and in humble circumstances. They do not de 
serve this, and these golden years should be looked forward to as the happy, 
earefree years of life, instead of being feared as a time of lack of food and sub- 
sistence, as well as any opportunity for enjoyment of life. Presently, 70 percent 
of our retired annuitants receive annuities of less than $2,000 per year. Some 
48 percent of our annuitants are even less lucky—they receive less than $1,600 
per year. 

And that is why, on behalf of all postal and Federal workers, I am here today 
in support of the Johnston bill, S. 2875. I am urging this House committee to 
adopt S. 2875 simply because it represents justifiable and humane changes in the 
present civil-service retirement. 

First, bill S. 2875 provides for a new and improved formula for computing 
annuities, at a rate of 2 percent. This new formula is literally a “lifesaver’’ 
for thousands of career workers in the Government service. 

There is many a 69-year-old letter carrier, for example, still walking his mail 
route under the burden of his mail sack plus the weight of his years, who 
wonders about the effect of his mandatory retirement on his 70th birthday, 
because of the knowledge he cannot sustain himself and his wife on the small 
pension which will be his. This same letter carrier can be duplicated in the 
thousands upon thousands of others of our older postal and Federal employees, 
who labor on because their pensions are inadequate. 

The facts are plain. For years the pay of postal and Federal employees has 
lagged far behind the hight cost of living. Today, they still lag salarywise 
behind their fellows in private industry. Postal and Federal employees, for 
the vast majority, simply cannot save money for their old age. They are de- 
pendent upon their Government, which they have served faithfully, to take care 
of its own. 

Pnlightened private industry has done exactly that, with its employees. 
Many industries provide annuities, which coupled with social-security payments, 
pay their employees 75 percent of annual salary after 30 years’ service. Many 
more. industries pay such annuities equal to 60 percent after 30 years’ service. 
Most private industry has been increasing the dollar amount in annuities paid 
to their employees. 

Shall the Federal Government adequately take care of its older employees 
on pension? I strongly believe the answer is, “Surely; yes.” 

Bill S.. 2875 is, an effective answer. Postal and Federal employees are also 
entitled to live a comfortable old age. 

Secondly, bill S. 2875 improves the survivorship benefits. This has been an 
improvement which is long overdue. 

Of those who are permitted to have that option, only 2 out of every 3 annui- 
tants select survivorship benefits. Actually, it is those who draw the very 
least who do not protect their survivors; and they are the ones who need pro- 
tection the most. The present law requires a substantial decrease in annuity 
in order to protect the survivor. An already modest pension can stand no 
further diminishing. 

Bill S. 2875 will relieve this unfortunate situation. It drops all deductions 
from the annuity, and makes it an automatic “must” that the survivor will be 
given protection. 

It goes even further than that. For the younger widow, who is under 50 and 
over 40, bill S. 2875 provides protection. 

Again, I will go further than bill S. 2875. I will urge that the survivor be 
a annuity equal to 50 percent of that paid the annuitant, not to exceed 
$4,000. 

Thirdly, bill S. 2875 provides for a most commendable step. In the future, 
when salary adjustments are made, similar adjustments will be made upward 
in the annuities of retired employees. This will insure that annuitants will 
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be protected when cost-of-living raises are granted postal and Federal em- 
ployees, without the need of separate legislation. 

Finally, I would like to bring to the attention of the committee the solvency 
of the civil-service retirement fund. The fund now has over $6 billion. This 
vast amount of money has been accrued in spite of the fact that our Govern- 
ment has failed to meet its obligation for many years by not contributing to the 
fund, or only making token contributions. 

A major reason for this accrual of funds is the fact that postal and Federal 
workers contribute 6 percent of their pay annually to the fund. A comparison 
of the civil-service retirement fund with the social-security fund is most re- 
vealing. The Board of Actuaries for the Civil Service Commission states that 
the civil-service retirement fund has assets equal to 36 percent of the amount 
needed for a fully funded plan. The social-security fund has only 8 percent. 
On that basis, the civil-service retirement fund is approximately four and one- 
half times better off than the social-security fund. 

I would like you to mark this. The civil-service retirement fund would have 
been even better off, if the Government had met its past obligations. It is with 
pleasure that I note bill S. 2875 insures the Government in the future will pay 
its just share, if the bill passes. 

All employee organizations of the postal and Federal civil service strongly 
support bill S. 2875. I too would urge this committee to submit a favorable 
report on S. 2875. The bill contains provisions which have been endorsed for 
years by the postal and civil service employees themselves. It contains pro- 
visions that humanity, justice and fair play endorse. 

For the reasons I have cited, it is my hope that you will give early favorable 
consideration to the bill, S. 2875, and that the committee members will furnish 
the impetus for its enactment by the House of Representatives. 

I thank you for permitting me to express my views and opinions before this 
committee. 





STATEMENT OF REPRESENTATIVE PauL G. ROGERS 


Mr. Chairman, realizing the need for revising the Civil Service Retirement 
Act, I would like to add my endorsement of S. 2875, introduced by Senator 
Johnston and now before your committee for consideration. 

In view of the continued rise in the costs of living, it is necessary to revise 
our present retirement program to meet these increased costs. I feel that this 
bill provides a workable and satisfactory plan to take care of past increases 
as well as providing for expected increases. 

We have an obligation to our loyal and faithful Government employees, and 
because this legislation is long overdue, I would like to urge that the commmittee 
take favorable action on it at the earliest possible date so that the House will 
bave an opportunity to vote on this measure during the current session. 





STATEMENT OF Hon. JoHN J. DEMPSEY, REPRESENTATIVE From NEw MEXIco 


Mr. Chairman, members of the committee, I appreciate the opportunity to 
make a brief statement in support of this important legislation. In view of the 
continued economic trend of this Nation, accompanied by increased living costs 
and depreciated dollar value, action by Congress, as contemplated by it, is long 
overdue. 

During the hearings which your committee has been holding, I know you have 
received evidence from many sources which has revealed to you startlingly the 
fact that many thousands of retired Government employees are suffering priva- 
tion—even want—because of our failure to properly adjust upward the com- 
paratively meager retirement pay they have been receiving. To permit this 
deplorable condition to continue is certainly not in keeping with the proper 
policy to be pursued by the greatest Nation in the world. It has seriously 
affected the morale of our Government employees and has caused a turnover 
among those employees, which has had a detrimental effect upon the efficiency 
of virtually all our Government departments. 

The original concept of the civil-service retirement program was to insure 
a reasonable degree of security for those loyal men and women who devoted long 
years of honest, conscientious service to our Government. It was intended to be, 
jn substance, a contractual obligation between the Government and its em- 
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ployees, to insure them against destitution and to assure them of security in 
their declining years, after having devoted the best part of their lives to public 
service. 

It is all too evident that we are not living up to that obligation. The retired 
employees know that, and the presently employed Government workers also 
are fully aware of it. In view of that, it ill behooves us to censure those who 
leave Government service for more lucrative jobs where they can build more 
adequately for the sunset years of their lives, and where they can provide for 
better living conditions for their families and themselves. 

My file is filled with communications from retired and presently employed 
Government workers, which reveal what I believe to be a most accurate cross 
section portrayal of the unconscionable conditions that our parsimony has 
created. Candidly, I have been unable to find any way in which to condone it. 
To me, the height of inconsistency is reached when we are asked to provide 
billions of American taxpayers’ dollars for so-called foreign aid, when we send 
billions of dollars worth of our commodities to the needy in other countries, and 
yet quibble and seek to split pennies when we consider the urgent needs of our 
own loyal workers. 

The approach made by those who would whittle down the retirement pay is 
based on the premise that it comes within the category of charity. Nothing 
could be farther from the truth, nothing could be more insulting to these 
patriotic and devoted people. The true basis on which we must consider this 
legislation is whether or not the Government of the United States is going to 
live up to the terms of contracts made in good faith. I, for one, am not willing 
to place this great Nation in the list of those whom we know hold too lightly 
their obligations and agreements—those who regard them as mere scraps of 
paper. I want the United States Government to be honest and upright in its 
dealings with these people. 

It is unnecessary for me to go into detail concerning the hardships that are 
being endured by our retired Government workers. This committee has been 
given such convincing evidence of that as to leave no vestige of doubt concern- 
ing it. My purpose in addressing you is to emphasize as much as possible the 
need for immediate action which will result in a just, equitable, and adequate 
increase in the compensation to these retired workers. We have been besieged 
with pleas for humaneness in dealing with peoples throughout the world. We 
have responded to those pleas. Let us not be put in the untenable position of 
being solicitous about the well-being of all humanity, other than our own people. 

To liberalize the retirement program is not only commonsense, but it is good 
business. It insures a more permanent and eflicient personnel structure for 
our Government and puts the dollars we pay out back into our own economic 
channels. Above all, it is evidence that this Government is making an honest 
effort to keep faith and pay obligations it owes. 

I appreciate the indulgence of this committee and trust that I have not imposed 
upon it too greatly. I am entirely confident that you recognize the need for, 
and the justice of an equitable adjustment in the retirement law and I share the 
faith that millions of Americans have in your fairness and judgment. 


STATEMENT OF Hon. EuGeNeE J. Keocu, or New York 


Mr. Chairman, I deeply appreciate your courtesy in giving me this opportunity 
to express my views in support of the bill, S. 2875, to revise the Civil Service 
Retirement Act. 

As the chairman knows, I have long advocated liberalization of the laws 
relating to retirement and disability of civil-service employees, and I am happy 
to see that your committee is considering this bill for that purpose. 

It is, of course, essential that the retirement and disability fund be on a 
sound financial basis. For that reason, I should like, first of all, to address 
myself to section 4 of the bill that provides for deductions of 7 percent of an 
employee’s basic salary and 8 percent of a Member’s salary with equal sums to 
be paid out of the appropriations used for the payment of those salaries. This 
I believe is a most salutary provision for two reasons: first, it will place the 
financial structure of the retirement and disability fund on a sound basis: 
second, it will permit the payment of the increased benefits provided for by other 
provisions of the bill. 
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Sound methods of financing required that both the Government and the 
employee make equal contributions to the fund. It is my understanding that 
section 4 of the bill will accomplish that purpose and the increase in the amount 
of the deductions will enable the fund to pay out the liberalized benefits. 

With respect to the disability benefits and the increased benefits to annuitants 
and survivors, I am heartily in accord with the provisions of the bill as it has 
passed the other body. It is unnecessary for me to take your time in any dis- 
cussion of them now. I should like to see favorable action from your committee 
with respect to them. 

There is one other matter, however, that I would like to mention. Section 
8 (b) of the Retirement Act, as amended, provides that any Member who is 
separated from the service as a Member after completing 5 years of Member 
service may be paid an annuity beginning at the age of 62 years. I endorse this 
provision wholeheartedly. I notice, however, that section 8 of the bill provides 
that the act shall take effect on January 1, 1957. I earnestly suggest that sec- 
tion 8 of the bill be amended so that section 8 (b) of the Retirement Act take 
effect as of January 1, 1956. 

Thank you again, Mr. Chairman, for permitting me to voice my support of 
this worthwhile legislation. 





STATEMENT OF Hon Cari D. PERKINS 


Mr. Chairman and members of the committee, the original Retirement Act 
covering Members of Congress failed to include credit for retirement purposes 
of prior military service. The current act does provide for such credit, but only 
for those individuals who retire after the amendment became effective. 

In the interest of equitable and fair treatment to all retired Members, I urge 
this committee to correct this oversight. I feel that a Member who retired in 
1946 should receive credit for military service on the same basis as that of another 
who retires in 1956. 


UntrtTep States Crvit SERVICE COMMISSION, 
Washington 25, D. C., July 16, 1956. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

TDraR Mr. Murray: As a meeting of your committee on July 13, 1956, I was 
asked to Submit my views on an amendment to S. 2875 offered by Mr. Holifield. 

This amendment would add to section 11 of the bill a provision allowing an 
employee who is separated with less than 5 years’ service to elect, in lieu of a 
full refund of his civil-service contributions, “* * * to have transferred from 
the civil-service retirement fund and deposited in the old-age and survivors 
insurance fund so much of the amount of his contributions to the civil-service 
retirement fund as would have been required to be deposited to the old-age and 
survivors insurance fund had his period of service been fully covered under 
the latter fund and, upon such election, application, and deposit to the old-age 
and survivors insurance fund shall be held and considered to have been fully 
insured under such fund for the period of such service and all rights and benefits 
of the Social Security Act based on such insurance shall accrue to him, * * *.” 

Furthermore, the amendment provides that “* * * any employee may, at 
any time prior to the completion of 5 years’ service, at his option elect to have 
so much of the amount standing to his credit in the civil-service retirement fund 
as would have been required to fully insure him had such service been covered 
service under the Social Security Act to be transferred to the old-age and sur- 
vivors insurance fund in the event of his death before he has completed 5 years’ 
service, and his survivor or survivors shall be entitled to rights and benefits 
under the Social Security Act as though such employee in fact had been fully 
insured under such act during his period of service.” 

The evident purpose of the amendment is to correct some of the trouble areas 
found in the major Federal employee retirement problem existing today— 
namely, the lack of coordination between the civil-service retirement system and 
the old-age and survivors insurance system. Before giving my reasons for 
believing it offers an inadequate solution of this problem, I would like to com- 
ment ¢n what we consider to be technical defects in the language. 
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It is not clear to us whether the amount to be deposited in the old-age and 
survivors insurance fund is to be equivalent to only what the employee social 
security tax would have been, or to the employer and employee tax combined. 
If the former, then the fund would receive in respect to Federal employees so 
covered, income at only one half the rate applicable to the millions of workers 
in private industry. If the latter, the Federal employee would be paying both 
the employer and employee tax. Present law provides that after 1974, the rate 
for each will be 4 percent on the first $4,200 of wages. This total of 8 percent 
not only is in excess of the present civil service contribution rate of 6 percent, 
which the Commission in its report on S. 2875 recommends be retained, but it 
also exceeds the rate of 7 percent proposed by the bill. 

The amendment would provide a “fully insured” status for the period of 
service covered by the transfer. The term “fully insured” has a technical 
meaning under the Social Security Act. It does not relate to a specific period 
of service, but is a status necessary for eligibility to benefits and is acquired 
after a certain number of quarters of coverage. If the intent of the amend- 
ment is to have the Federal service considered for social security purposes just 
as if it had been subject to the act when performed, then the “fully insured” 
language should be deleted. However, if the intent is to confer a “fully in- 
sured status—as that term is used in the Social Security Act—upon Federal 
employees who would elect the transfer, then they could acquire such status 
under conditions entirely different from those applying to all other persons. 

However, these are minor points in our conclusion that the amendment would 
not solve the problems arising from lack of coordination of the civil service re 
tirement system with old-age and survivors insurance. The following are some 
of the objectionable situations which would arise: 

1. Social security coverage on an optional basis would open the way for wind- 
fall benefits to some Federal employees, with the advantages of such coverage 
being denied to the great majority. 

2. A separated employee who elected the transfer of a part of his civil serv 
ice refund to the old age and survivors insurance fund could, upon reemploy- 
ment in the Federal service, redeposit all or a part of the refund (the amendment 
does not cover this point) and thus obtain credit under both systems for 
the same service without an appropriate adjustment of benefits under either 
system. 

3. The provision for social security benefits on death prior to completion of 
5 years of service would result in larger benefits in such cases than would be 
payable under civil-service retirement in many cases where death occurred 
after longer service. If social security survivor protection is desirable for 
the short-service employee, which it assuredly is, then we fail to see why it is 
not also desirable for all employees. 

4. Coverage on an elective basis would inevitably result in the wrong choices 
being made, with attendant misunderstanding and dissatisfaction. 

The administration has proposed to the Congress that Federal employment be 
subject to the Social Security Act just as is practically all other employment. 
Complete and nonelective coverage of Federal employees—the one remaining 
large excluded group—is the only solution, in my judgment, to the problems 
now arising from the present situation. Representative Reed has introduced 
a bill, H. R. 9090, now before the Committee on Ways and Means, which would 
carry out the Administration’s objectives. I am unable to concur in a proposal, 
such as the amendment discussed in this letter, which offers partial, elective 
coverage, which creates windfalls and anomalies, and which does not afford uni 
form treatment for Federal employees under the Social Security System pre 
scribed by Congress for th overwhelming majority of the Nation’s workers 

Sincerely yours, 
PHILIP YounG, Chairman. 


(The subcommittee thereupon adjourned. ) 
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